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TO THE READER 



It is hoped that this edition of The Overseas Expansion of Capital will 
interest readers in English-speaking countries who want to understand 
the theoretical basis of the reasons for the world expansion of capital. 
The export of capital largely determines the character of international 
relations in the capitalist world. 

This hook is mainly devoted to the present-day state of the export 
of capital, the sharpening of inter-imperialist contradictions in that 
sphere, the mass offensive of transnational corporations on the world 
capital market, and their ncocolonialist pretensions in the developing 
countries of Asia, Africa, and Latin America. 

In our day the role of the export of capital has grown considerably 
through the impact of scientific and technical advance as a consequence 
of the rapid development of the productive forces, the increased inter- 
nationalisation of production, and the extension of world economic ties. 
The policy of capital exports has become more and more aggressive, 
which is producing increasing resistance by progressive forces opposed 
to the greedy aspirations of the monopolies. While endeavouring to 
limit the harmful influence of the export of capital, these forces are also 
trying to put forward a reasonable alternative as regards a radical 
restructuring of international economic relations on a democratic and 
equal basis. The Soviet Union firmly stands for such an approach to 
the development of international economic relations; its foreign policy 
is opening up real opportunities for organising broad international 
co-operation in the interests of the peoples of all countries on a basis 
of equality, respect for their sovereignty, non-interference in their inter- 
nal affairs, and mutual benefit. 

Mikhail Gorbachev, the General Secretary of the CPSU Central 
Committee, said: "In the area of international relations our policy 
is clear and consistent. It is a policy of peace and progress... The 
Soviet Union will always respond to good will with good will and 
to trust with trust. Yet everyone should understand that we shall 
never forgo the interests of our country or those of its allies." 

There is no doubt that the future belongs to that policy of socialism 
which is based on the principle of peaceful coexistence of countries with 
different social systems. 

A. GROMYKO 
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EXPORT OF CAPITAL: THE MATERIAL BASIS OF 
THE INTERNATIONAL EXPANSION OF MONOPOLIES 



§1. The export of capital in capitalism's system of 
international relations 

The twentieth century, which has entered its closing decades, can 
justifiably be called the century of the triumph of the ideas of Marxism- 
Leninism. Lenin's brilliant forecasts and his mind and will, embodied 
in the diverse activity of the Communist Party of the Soviet Union, 
opened a new stage in world development, and marked the beginning 
of man's transition from his prehistory to the epoch of the real history 
of world civilisation. Capitalism and the imperialist system that has 
grown from it are collapsing under pressure of the revolutionary struggle 
of the peoples, inspired by the immortal ideas of the Great October 
Socialist Revolution. 

At the present stage, when socialism is firmly consolidated over 
a considerable part of the world and is steadily developing, when forces 
are growing within capitalist countries that stand for a revolutionary 
restructuring of society, and when the struggle for national liberation 
is growing in many countries into a fight against the whole system of 
oppression and exploitation, imperialism's historical lack of prospects 
is becoming more and more obvious. The CPSU is fully justified in 
drawing the important theoretical conclusion that imperialism has 
irrevocably lost its hold on the majority of mankind. 

An irreversible process of dissolution has gripped capitalism from 
top to bottom: its economic and state system, and its policy and ideolo- 
gy. The crisis has also gripped the very foundation of this last exploiter 
system, viz., capital as a system of social relations of production, be 
they the primary ones in the process of production, or the secondary, 
tertiary, and generally derived, transmitted non-primary relations of 
production manifested in the international sphere. 1 

Lenin's deep analysis of imperialism is the key to understanding the 
crisis and contradictions that are showing themselves in the present 
stage of capitalism's development, and that are affecting the very 
system of capitalist relations of production, the separate national econ- 
omies, and the set of international relations, especially foreign eco- 
nomic ones. 

Life experience has again and again confirmed the incontrovertibility 
of the Marxist-Leninist inference about the historically limited nature 
of bourgeois society and the objective inevitability of overthrow of the 
capitalists' class domination. 



1 See Karl Marx. A Contribution to the Critique of Political Economy (Procresa 
Pu Ushers, Moscow, 1977), p 215. 
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It would be impossible to put an end to the rule of Miiifjiti.ni i 
co^se of economic development in the capS?' '3BSr didtttad 

Lenin wrote. 2 The social productive forces, growing within the nrfvatA 
property form of capitalist relations of production: are nev Ublv on 
growing this integument and coming into a contiadiction with ? JET 
is insurmountable in bourgeois society. ^ ' **** 11 that 

The hitherto unheard-of concentration of production and capital 
m the hands of big monopolies has led to the most important fS 
of imperialism being thrown into greater relief namX fE? w™» 
of monopolies and the parasitism^ c«m ^nomm "r^ 
increasing in frequency. Inflation has reached an unS ed 4Te 
Social contradictions are becoming .sharper kttemnts ; snh ™ 1 i 
contradictions of capitalist relations ^^^SS^J^&^ doep 
tion and I to heal the ills of capitalism 

industrial revolution into production, are not 1 lading 
to a liquidation of general economic instability and an overcoming 
of those contradictions; rather, they are becoming SsfeTS 
and acquiring a particularly destructive character UtG 

rpquL'LT 1 ^' 5* S eDtral Committ « e to the 26th Congress of the 
CrSU noted a further sharpening of the general crisis of ca^talism aid 
m that connection the historical lack of perspective of the Tar W 
capitalist re orms intended to save capitalism as well as the ^- s tem 0 f 
international relations created by it astern ot 

The report also stressed the incapacity of capitalism to lessen tl„> 
SHE? °<\ hC ClaSS . StrUggle ' the more 50 Wt application o the ad- 
tal^t si and industrial revolution in the conditions of cap - 

hSL f Y / S l T Gd agamst tlie elvers. Millions of people are 
turned away from the gates of mills and factories P P 

Capitalism has clearly proved to be unable to cope with the verv ton 
contradictions that it has generated y d6ep 

«tJ^ZVt T slackenil) S, however, of the efforts of both bourgeois 
statesmen and economists to find newer and newer 'wonder prescr in 
ckL^s at'L: the >' do not bring immediate relief Kffl 
w. '* f \ P romise h Sht at the end of the tunnel'. There have 
been no few of them in past decades, and each 'theory' advanced ha* 
promised to put an end to the grave muddle, confSn, tffi 



K^Mo*^^ C ° llected Vol. 24 (Progress Pub- 

Sovu/u^^^^ 1 ^^ Con^s of the Communist Party of the 
4 Ibid. A geBcy Publishing House, Moscow, 1981), p 27. 
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Sooner or later, however, lifo has demonstrated their inadequacy both, 
for the domestic economy and for the system of international relations. 

Advocates of the 'economy of increased productivity', for example 
Arthur B. Laffer, Robert Mandell, and Norman B. Tur, who have come 
forward with prescriptions to improve the health of the sick U S econ- 
omy, have been trying of late to get wide publicity for their views 
The opinions of this trend have been most fully expressed by Ceorcre 
Gilder in his Wealth and Poverty* There was a rush to christen this 
work the bedside book' of economists of the Reagan trend, and of the 
U*b. President himself. There is no lack of claims for the innovatory 
character of this conception and 'reliability' of the conclusions drawn 
from it, but the fate of its many predecessors undoubtedly awaits it 

1 he theoretical baggage of this group of experts is poor, and their 
scheme for a way out of the difficulties is distinguished bv a primitive 
four-square character. They themselves call it a 'compendium' of pre- 
viously expressed ideas and of government policy measures, tried and 
tested in the past. This digest of economic views and political advice 
might rather be called a sort of manual for apologists for the so-called 
economy of increased productivity than a theory or even a textbook 
bince methods of state support of the economy have not justified them- 
selves, they argue, we should do the opposite and stake everything on 
stimulating private enterprise and freeing it from government tutelage 
ol any kind. B 

Like other bourgeois economists, they stubbornly refuse to admit 
that contradictions immanent in capitalism are ultimately the cause 
ot all the difficulties and crises of the capitalist economy. They persis- 
tently decline to sec the real essence of the new problems of contempo- 
rary capitalism, i.e. the combination of crises of overproduction and 
growth, even accelerated growth, of prices; the phenomenon has come 
to be known as 'stagflation', 6 and has been described in the works by 
Soviet economists as 'the crisis of the regulated capitalist economy' 7 
Advocates of the 'economy of increased productivity', or more 
bluntly Reaganomics', try to put down all existing problems of the 
contradictory functioning of the capitalist machinery to the mistakes 
and miscalculations of government action on the economy (although 
that was intended to blunt the acutencss and destructive force of capi- 
talist cataclysms). 

The theoretical ineffectualness of this conception cannot be saved 
by quotations from John Maynard Keynes and economists like Jean- 
£aptiste Say (the fallaciousness of whose views was revealed by 
Jvari Marx). On the contrary, the combination of theories so different 
m character is evidence of the eclectic nature of the theoretical ba<=is 
ot Reaganomics'. Its apologists try to theoretically substantiate pre- 
s criptions f or 'improvement' by means of figures and abstract models: 

* See George Gilder. Wealth and Poverty (Bantam Books. New York, 1081) 

Hill Jcw'Y^c^fpV 26^321, HS^T <*> toi 

and l£ C k S ' } L ^ nS v lk ° V - J ?% fc ^« * ****** regulirovaniya ekonomiki (Inflation 
and the Crisis of the Economy's Regulation), Mysl Publishers, Moscow, 1979. 
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Stimulation of private business by reducing taxes is claimed, to lead to 
a growth of production and should correspondingly revive the economy. 
A programme of stimulating tho 'supply side' 'in combination with 
a cutting back of budget appropriations (except military ones) has 
become the kernel of the present U.S. Administration's economic 
policy. 

The illusoriness of the hopes connected with this conception is 
being proved in hoth theory and practice. Bourgeois economists who 
worked for previous administrations had themselves spoken of its 
unsoundness long before it was proclaimed. And now experts working 
for the present Administration are more and more often throwing doubts 
on it. The calculations that rejection of 'economic experimenting', 
and return to former. Keynesian methods, could correct the situation 
were also, incidentally, illusory. The unsoundness of the theoretical 
conceptions of Gilder and others is being corroborated more and more 
by the practical results of economic administration, by growth of the 
economic difficulties, characteristic of the contemporary U.S. economy, 
unprecedented unemployment, etc. 

Tn spito of Gilder's claims that true wealth is not measured by mon- 
ey but by such immaterial values as creativity and initiative, techni- 
cal enterprise and stimuli that can only be found in 'free', in no way 
restricted, economic enterprise, everything is just the opposite, in 
reality, under capitalism. 5 ' 

Gns Hall, the General Secretary of the Communist Party USA, 
characterising this policy of monopoly capitalism, has remarked that 
the Keagan Administration, by putting an end to all the concessions 
typical of Keynesian economics, had replaced it by what could be called 
the 'economics of monopoly highway robbery'. 10 That is an exact 
description of the class essonce of the present economic policy of the 



It is worth noting that even the journal Amcrika (No. 300, Novemher 1981) 
which promptly responded officially with material on the economic views of the 
new administration, and even reprinted extracts from Gilder's book, did not con- 
sider It possible to hide the serious scepticism toward views of that kind of econo- 
mists, economic experts, and even representatives of business in the USA whose 
'prosperity the conception was meant, to serve. 

It is worth recalling here that the references to stimulating wealth as the 
loundation of development are as unsound as hoping on diametrically opposite 
stimuli, i.e. poverty as the basis of historical movement. One of the fathers of 
petty-bourgeois egalitarian socialism, P. J. Proudhon (the erroneousness of whose 
views ^yas exposed by Karl Marx), claimed, for example, that nature had endowed 
man with two opposing qualities— an unlimited capacity to consume and a limited 
capacity to work. As if to counterbalance the future work of George Gilder & Co 
Proudhon drew a conclusion about the nature of poverlv as man's natural state 

Though Proudhonism has long been refuted by life, Mao Zedong and his sup- 
porters in fact resorted to it to justify their actions. Mao's formula 4 the poorer the 
people, the more revolutionary they are' was built on prcciselv that unstable foun- 
dation. Fop all their outward contrast (on the one hand wealth, on the other pover- 
ty, in the one case J.-B. Say, and in the other P. J. Proudhon) these views are 
closely related methodologically, and serve equally on the political plane to justify 
voluntarism and adventurism. 

~ J .A GUS HaU " Critical Issues of the 1980 Campaign. Political Affairs, 1080. 
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USA. The slogan of the Communist Party USA — 'People before Profits' 
— helps open the eyes of the broad masses to the anti-popular ossen- 
ce of modern monopoly capital's policy, especially when it exports 
resources in pursuit for profits, while more than 11 million people are 
queueing at the labour exchanges within the country. 

Almost half a century before the appearance of 'Reaganomics' the 
eminent Indian statesman Jawaharlal Nehru wrote! 

T>ut daily it is becoming more evident that the methods of 'high finance' are 
most shady, and differ from whal is usually considered robbery "and deception 
only in the big scale of their operations. 11 
The policy of conservatives permits this robbery and deception to be 
developed quite irrespective of where that kind of financial experiment 
is being tried, whether in the USA or in Great Britain. 

The crisis and contradictions of capitalism have also become more 
acute in the international field. As was pointed out at the 26th Congress 
of the CPSU, the struggle for markets and sources of energy and raw 
materials has been intensified, there is irreconcilable rivalry among the 
separate groups of monopoly capitalists for the right to dominate on 
the world markets, and to extract higher profits through exploitation of 
the working people of other countries. Underlying the growing inter- 
imperialist contradictions there is also the historical iimitedness of 
capital as a category, its incapacity to tackle key problems of develop- 
ment at the international level as well as the national. The operations 
of transnational corporations (TNCs)— the highest organisational form 
of the internationaiisatiou of production and" capital "in modern condi- 
tions—are making inter-imperialist contradictions particularly acute. 

For Marxist science this is not an unexpected phenomenon.' Let us 
recall one of the fundamental principles of the economic essence of 
imperialism revealed by the founders of Marxism-Leninism, viz., the 
export of capital. 

Lenin wrote, when analysing the main attributes of imperialism: 
Imperialism is capitalism at that stage of development at which the dominance 
ol monopolies and hnance capital is established; in which the export of capital 
has acquired pronounced importance; in which the division of the world among 
the international trusts has begun, in which the division of all territories of 
ihe globe among the biggest capitalist powers has been completed. 12 
This definition indicates the relation between the chief economic fea- 
tures of imperialism, and stresses the main distinguishing feature of the 
new stage in the development of capitalism, viz., the replacement of 
free competition by the dominance of monopolies. The capitalist monop- 
olies belonging to the financial oligarchy expanded widely abroad, 
and the export of capital had become tho most important economic 
basis of that expansion, through which, by the beginning of the twen- 
tieth century, 

capitalism has grown into a world system of colonial oppression and of the 
financial strangulation of the overwhelming majority of the population of 
the world by a handful of advanced' countries. 13 

11 Jawaharlal Nehru. Glimpses of World History (Asia Publishing House 
Bombay, 1964). p. 938. 1 

lishers ^M^^^iQiS^'^^M" 1 ' IIighest Stage °f Ca P italism (Progress Pub 

» 76frf., p it. ' P 
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When singling out export of capita] as one of the main character- 
istics of imperialism, Lenin pointed out its special significance for the 
description of this highest stage in the development of capitalism. In 
his Imperialism, the Highest Stage of Capitalism lie called the export 
of capital one of the 'most essential economic bases of imperialism'. 1 ' 
And when formulating the components of the concept 'imperialism' in 
his Notebooks on Imperialism, he labelled 'monopoly, as the result of 
concentration' point I, and 'export of capital' point II, adding in pa- 
rentheses 'as the chief thing', which is an extremely important indica- 
tion of how he interpreted the significance of the 'export of capital' in 
the concept 'imperialism"! He classed points III and IV under a single 
heading 'division of the world', with two subsections 'agreements of 
international capital' and 'colonies', which also, of course, assumed 
wide use of the export of capital by monopolies. After point V 'bank 
capital and its "threads'", Lenin named the following feature as the 
final, sixth point: 'replacement of free trade and peaceful exchange by 
a policy of force (tariffs; seizures, etc., etc.)'. 15 Here again, we see', 
he distinguished the idea of the essence and character of the interna- 
tional operations of capital. 

The export of capital, by facilitating export of goods and capture 
of new markets, sources of materials, and spheres of "exploitation , and 
ensuring enslavement of ttic peoples of other countries, has undoubt- 
edly become one of the main factors in the international activity of 
imperialist states, as well as in their economic policy. As Lenin pointed 
out, it is not, only possible at the imperialist stage of development of 
capitalism, but is also necessary, and has become a typical phenomenon 
that has acquired paramount, dominant significance compared with the 
export of goods. As he wroto: 

Typical of the old capitalism, when free competition held undivided swav 
was the export of goods. Typical of the latest stage of capitalism, when mo- 
nopolies rule, is the export of capital. 16 

Karl Marx, of course, had already pointed to the export of capital 
as a form of international economic relations under pre-monopoly 
capitalism. He had pointed out in Capital that, with the development 
of capitalism, there inevitably arose a need to export some of the accu- 
mulated capital abroad instead of applying it within the country, and 
that this exported capital functioned as a relative 'surplus' or 'plethora'. 

If capital is sent abroad [he wrote] this is not done because it absolutely could 

not ue applied at home, but because it can be employed at a higher rate of 

profit in a foreign country. 17 
Furthermore, 

The so-called plethora of capital always applies essentially to a plethora of 
the capital for which the fall in the rate of profit is not compensated through 
the mass ol profit ... or to a plethora which places capitals incapable of action 
on their own at the disposal of the managers of large enterprises in the form 
ol credit. 18 



« v J T Lc , nin .- the ingest Stage of Capitalism, p 94. 

n ti- v - 1 -Lenin. Notebooks on Imperialism. Collected Works, Vol. 39 (Progress 
Publishers. Moscow, 1976), p 202. " 

i- v' V £ enin - Im P crialism ? &e highest Stage of Capitalism, p 59. 

Karl Marx Capital. Vol. Ill (Progress Publishers. Moscow. 1978), p 256 
lota., p 2ol. 
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The lagging of growth of the home market behind growth of the 
accumulation of capital, and the tendency toward a fail in the average 
rate ot profit through growth of the organic composition of capital 
both naturally increased the scale of the 'plethora' of capital, and inten- 
sified the incentives to export it where its application promised higher 
profit. 

That was in the pre-monopoly stage of the development of capital- 
ism, in the epoch of imperialism these incentives have not onlv grown 
but have also obtained a consummate material base in the'form of 
monopolies that are expanding internationally. When Lenin disclosed 
the anti-popular exploiter essence of the export of capital he linked 
its causes directly with the main contradictions of capitalism He 
wrote: 

Three contradictions of capitalism: 1) social production and private appropria- 
tion. 2, wealth and poverty, 3) town and countryside, inde-export of iapi- 

The export of capital, itself engendered by the deep contradictions 
ol the capitalist mode of production, carries these contradictions into 
international affairs and makes them the main inner content of the 
various international connections between countries that arc part of 
the capitalist system. 

The forms and scale of the export of capital , of course, predetermined 
the character of the imperialist systems of the different countries 
because industry and trade relations within each nation depend on it. 
dealings with other nations, they are conditioned by its relation to the 
world market. Lenin delined British imperialism, for example, as colo- 
n.a , and French as usurious. These features of the imperialist systems 
laid a deep impress on the structure and character of the British and 
rrench economies, and largely determined the direction of their foreign 
political interests. 

The antagonisms inherent in the capitalist system, the contradictory 
forms oi their temporary and partial resolution, and the anti-democrat- 
ic anti-popular line of its home and foreign policies are characteristic 
features of capitahsm s international relations. The export of capital 
and its motive forces and stimuli express this essence most fully 
o^fi! fn e Tn° f the modern Position of capitalism noted at the 24th, 
45tn, and 26th Congresses of the CPSU stem logically from the Marxist- 
Leninist analysis of imperialism, but at the same time reflect character- 
istic features of the present stage of the struggle of the two system* 
world Pr ° dlgl0us growth of anti-imperialist forces throughout the 

^ i^ lpita !lV 0lc in the P° litics and international relations of the 
Mor d capitalist system at the end of the twentieth century has been 
contracted through the radical changes made in the world by' the Octo- 
ber Revolution. As time passes these changes are making themselves 
telt to a greater extent. As Lenin wrote: 

tertnV r hunH!no b nf an V r " V° l \ d lhat has fallen lhe Sood fortune to 
oegm the bu.ldmg of a Soviet state, and thereby to usher in a new era 



V. I. Lenin. Notebooks on Imperialism. Op. at., p 240. 
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in world history, the era of the rule of a new class, a class which is oppressed 
in every capitalist country, but which everywhere is marching forward towards 
a new life, towards victory over the bourgeoisie, towards the dictatorship of 
the proletariat, towards the emancipation of mankind from the yoke of capi- 
tal and from imperialist wars. 20 

The logical development of this process has led to the development 
of a new type of international relations which, as the 26th Congress of 
the CPSU stressed, 'have truly become relations between nations'. 21 
The restructuring of international relations, and the delivering of 
mankind from the yoke of capital have gripped various spheres of rela- 
tions, including those linked with the international movement of 
capital. 

The features of capitalism today thus also inevitably reflect the 
adapting of the last exploiter system to the radical changes that have 
taken place in the world under the impact of real socialism. But this 
adaptation is unable to overcome the primary cause of contemporary 
capitalism's deep socio-economic and political contradictions. 

A Marxist-Leninist analysis shows that the capitalist class is not 
in a position to prevent the elimination of capitalist relations of pro- 
duction either within individual countries or in international affairs. 
That fact is being more and more widely recognised internationally. 
The following comparison is worth noting. 

Nearly half-a-eentury ago Jawaharlal Nehru drew a conclusion 
about 'a socialized international structure' from an analysis of the 
historical process of the internationalisation of production: 

Capitalism, having had its day, had reached the stage when it was time for 
it to retire in favour of socialism. But. unhappily such a voluntary retirement 
never takes place. Because crisis and collapse threatened it. it has ... tried 
to reverse the past tendency towards interdependence... The question is if 
this can succeed, and even if it does so, for how long? 2 ' 2 
History has answered the question Nehru formulated in a British 
colonial prison in August 1933 with the victory of socialism over a wide 
territory of the w 7 orld, and the gains of the peoples" liberation struggle. 
It is worth noting that these changes were reflected in Resolution 
35/5(5 adopted by the 35th Session of the General Assembly of the 
United Nations. It says: 

Urgent action should be taken by all the members of the international com- 
munity to end without delay colonialism, imperialism, neo-colonialism, 
interference in internal affairs, apartheid, racial discrimination, hegemony, 
expansionism, and all forms of foreign aggression and occupation, which consti- 
tute major obstacles to the economic emancipation and development of the 
developing countries. 23 
This clear definition of the obstacles preventing social progress indicates 
the determinant role of socialism, which, for the first time in history, 



20 V. I. Lenin. Fourth Anniversary of the October Revolution. Collected Works, 
Vol. 33 (Progress Publishers, Moscow, 1973), p 55. 

21 Documents and Resolutions. The 26th Congress — p 9. 

22 Jawaharlal Nehru. Op. dr., p 981. 

23 International Development Strategy for the Third United Nations Develop- 
ment Decade. Resolutions and Decisions Adopted by the General Assembly during Its 
Thirty-Fifth Session. 16 September-17 December 1980. 2-6 March and 11 May 1981. 
General Assemblv. Official Records: Thirty-Fifth Session. Supplement No. 48 
(A/35/48), United' Nations, New York, 1981, p 107. 



links these phenomena of the exploiter system as the object of its 
struggle. Not so long ago such formulations could only have been 
approved by the most far-sighted politicians and thinkers, like Nehru 
or social forces sympathising with the ideas of socialism. Now they 
are adopted, by an overwhelming majority of votes, in the most repre- 
sentative international organisation. 

Attempts to delay the abolition of primary, secondary or tertiary 
derivatives of capitalist relations of production by means of state 
monopoly measures to regulate the economy, promote the development 
of transnational corporations, and introduce scientific and technical 
advances lead only to the development of new contradictions and the 
intensifying of old ones; on the historical plane, however, it is not in 
their power to save capitalism as a socio-political system. The forma- 
tion and growth of a world system of socialism, the national liberation 
movement of the peoples, and the fight of the working people in capital- 
ist countries for their rights constantly, in iheir deep significance 
conlirm the correctness of this Marxist-Leninist conclusion. 

Its significance for both theory and practice is beyond doubt But 
no less important for science and practice (especially internal ional 
practice) is the fact, as stressed by the 25th and 26th Congresses of the 
CfbU, I hat capitalism has not stopped dead in its development" it 
has many reserves that have formed within it over the centuries Bti! 
these reserves and their use are profoundly anti-popular and fully reflect 
both the exploiter essence of capitalism and its historical doom. The 
report of the CPSU Central Committee to the 26th Congress drew atten- 
tion lo tins feature of the modern development of capitalism, where it 
spoke of the need to study 

? e ^/ hen6u , , ^ a S ft e fcaprtaliHt world, specifically the features of the 
presen . stage of enpUahsm s general crisis' ami the rapidly g&tfZ 
WtioSs W imht.ary-mdu.lria) complex and the transnational corp'. 

Not one of capitalism's reserves is capable, of course, of altering 
the onward development of human society, and none can abrogate its 
doom as a social system, but they can put off its final collapse in one 
part of the capitalist world or another, deform the social progress in 
one country or another, and distort the lines of its development from 
the angle of the historical perspective (and that possibly at a dear price 
tor mankind). r 

It is not just a matter of the losses that nations, and first and foremost 
the working people, are constantly forced to bear because of their 
exploitation by capital-in principle it is not so very important by 
which capital, super-monopolised or non-monopolised, local or infiltrat- 
ing from abroad. 

The fact that capital, in striving to ensure its further existence and 
tnnctioning, i.e. in its drive to grow and extract profit, resorts to the 
most, monstrous, anti-popular means and gives preference to militarism 
the arms race, threats to use military force to defend its vested class 
interests is a special danger to humankind, the more so when its 'inter- 



See Documents and Resolutions. The 26th Congress..., p 102 
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ests are elevated to the rank of 'vital' ones. The arms race unleashed by 
monopoly capital has already cost Humanity dear. The losses may still 
multiply many times over unless insurmountable barriers are raised 
in the way of the military-industrial business. Past war expenditure 
did not promote mankind's advance along the road of progress. It is 
pertinent to recall Marx, who likened war expenditure to a nation's 
decision 'to drop a part of its capital into the ocean'. 25 But for capital- 
ism, as a socio-economic system, and for capital military expenditure 
is a reserve for distorted development, and strengthening of its anti- 
popular character and parasitism. 

The conception of world development and international relations 
that reflects the interests of capital thus at bottom contradicts the vital 
aspirations of nations. 

Adventurism and a readiness to gamble with the vital interests of humanity 
for narrow and selfish ends— this is what has emerged in a particularly bare- 
faced form in the policy of the more aggressive imperialist circles. 26 
Broader, more intensive exploitation of foreign markets through 
the export of capital is also a means of capitalism's development and 
consequently a reserve for its growth. Solution of their problems through 
foreign expansion and foreign markets has always strongly motivated 
monopolies' operations. 

The export of capital lias always been a means by which monopolies 
have consolidated their power, ensuring the making of higher profits, 
in which capital's cosmopolitan striving is glaringly displayed. The 
fact that capitalism feeds some of 'its' workers from overseas spoils, 
above all the workers of the metropolitan countries, has never altered 
the essence of the matter, because the export of capital helped it increase 
exploitation of the 'favoured' proletarians of its own land. The 
founders of Marxism-Leninism stressed the existence of an impassable 
gulf between the bourgeoisie and the working pcoplo, irrespective of 
Avhat position a nation occupied in the world. Honce their pointing out 
of the existence of 'two nations' in every bourgeois nation. Engels, for 
■example, wrote: 

It is not surprising that the working-class has ... become a race wholly apart 
from the English bourgeoisie. The bourgeoisie has more in common with every 
other nation of the earth than with the workers in whose midst it lives... 
They are two radically dissimilar nations. 27 

In 1905 Lenin stressed the following as regards Russian reality: 
Employers and wage-workers, the insignificant number of the rich ('the upper 
ten thousand') and the tens of millions of those who toil and own no property— 
these are indeed 'two nations'. 28 
In accordance with the universal law of capitalist accumulation vast 
wealth has been accumulated at one pole (among the exploiting classes) 

25 Karl Marx. Grundrisse der Krltik der politischen Okonomie (Rohentwurf) 
1857-1858, Verlag fur fremdsprachige Literatur, Moscow, 1939, p 47 (my italics— 
A. A .G.). 

26 Documents and Resolutions. The 2Slh Congress..., p 27. 

27 Frederick Engels. The Condition of the Working-Class in England. In Karl 
Marx, Frederick Engels. Collected Works, Vol. 4 (Progress Publishers, Moscow, 
1975). pp 419, 420. 

38 V. I. Lenin. Socialism and the Peasantry. Collected Works, Vol. 9 
-Progress Publishers, Moscow 1962), p 307. 



while poverty and want have grown at the other. The international 
movement of capital does not alter that truth. 

American monopolists' export of capital, for example, in particular 
in the form of loans and credits, means robbery not just of the nations 
of the countries to which it is exported, but also of the people of the 
United States. Foreign direct and portfolio productive investments 
facilitate the monopolies' attack on the workers' rights. The conditions 
of the sale of labour power deteriorate, and unemployment grows. 
Export of capital through public channels is directly or indirectly 
linked with an increase in the tax burden. 

The funds that go directly or ultimately for purposes directly or 
indirectly associated with militarisation of the economies of countries 
that are members of military blocs created under the aegis of the USA, 
and to enrich the monopolies that are exporting capital, are in no small 
degree obtained through exploitation of the working people of the 
United States. Any sum offered as financial 'aid' to other countries, 
and primarily intended to support reactionary regimes, must be paid 
first and foremost by the working sections of the population. For the 
workers, employees, and working farmers this 'aid' thus essentially 
means withdrawal of part of their incomes from them through taxes, 
with all the consequences stemming from that for their material posi- 
tion. In the context of the present economic policy, following the 
prescriptions of Gilder and others (which has been christened 'Reaganom- 
ics' after the President of tho United States), reimbursement of part 
of the resources thus gathered together to the working masses is reduced 
to nought in practice by the Administration's refusal to maintain at 
least the limited social programmes of assistance for the needy sections 
of the population. 

A certain burden is also laid on other strata through support of the 
monopolies' foreign expansion, including that part of business which 
is forced to pay for the international operations of its more monopolised 
and 'internationalised' class 'confreres'. That, of course, causes friction 
and contradictions within the capitalist class. It also used to be like 
that, but in the context of 'Reaganomics', tho bigger and richer monop- 
olies engaged in big international operations inevitably make the big- 
gest gains. 

In spite of claims about 'equal' rights, the powerful American 
corporations do not, in practice, bear any onerous expenditure, let 
alone losses, as a result of international expansion and the granting 
of such 'aid'. On the contrary, they, and only they, make colossal 
profits, since the export of capital stimulates their production and 
marketing, while the funds earmarked for 'aid' are predominantly spent 
to purchase American goods. The sale of American goods at the high 
prices fixed by the monopolies, and non-equivalent exchange with 
countries that have fallen into economic dependence on the USA also 
go hand in hand with the placing of profitable orders in the United 
States by the recipients of the 'aid'. As Lenin pointed out: 

The most usual thing is to stipulate that part of the loan granted shall be 
spent on purchases in the creditor country, particularly on orders for war 



16 



2-01539 



17 



sas&Ttis ^m^mM capitai • — ^ 

the US A °iit t h e > a ^ Ce T en i S °l ^-operation, concluded by 

the LSA With both developed capitalist countries and developing 
countries, contain terms that enable American monopolists to get 
prohtable orders for industrial equipment and other goods. Trade 
agreements as a rule contain clauses that provide for the o-rantinir of 
WmUgm to the USA by the recipients of American loans! cred t etc 
Not only do the treaties concluded with small, ecenomicallv ^elk 
countries contain privileged terms for the United Stated but so do 
those with major capitalist powers. Special attention is paid to agree- 
ments with big countries, moreover, because of the great share of Ameri- 
can exports to them. ^meri 

c^^^^AT'&f^ CharaCtGr ° f lhe A"***" l^ns and 
2 7 a t l t0 0ther c< ^ ntrie « in recent years needs to be specially 
pou ted out. The export of capital in the form of loans, credits etc 
has become a means of making many countries economically and ' poKti- 

mnZ r ?? 0rt ° f CHpiL / 11 for the ^ke of colossal profits for the 
monopolies and, m pursuit of the aim, from broadening external eco- 
nonuc expansion. s 1 ^ u 

There is nothing new in U.S. monopolies' imposition of tirieonal 
relations on their partners from capitalist countries* WMd Zp&l 
before, especially in the practice of U.S. economic relations wShS 
Amer.ca. loday however, it is the rule, as is evidenced by the K 
aggressiveness of U.S. monopoly capitai and its drive to employ exter- 
nal economic relations m general, especially the export of capital tr> 
consolidate its shaky position. What is new is that the U S Admin 

S todaTkS2l^ itS f thc ' econom y of ''creased, productivity'," 
s today demanding from foreign countries to adopt. American prescrin 
lions and recipes, and above all to recognise anti-communism and 

S«S|^ 0lltICS t0 be a condition for r** **** MS 

m ^ H °v , i " 1 I )ei ; ia ! isni ' s attempts to exploit capital exports in order 
to consolidate i s international positions (especially those of the main 

2? c nl? i**^ l ° l™ ****** and antVcommunis l.vste 
m^n, 'i °TT er ' aUer . thG State of affairs " Capitalism's system of 
international relations is in a state of ever deepening crisis which 
reflects the organic incapacity of the last exploiter system bv vir ue 

&3*Ky?S T t ° f de \ el ™t> * overcome the diffi ul Us and 
resolve the contradictions that it itself has engendered. 

§2. The features of the present-day international 
expansion of capital 

S^r ,S / ant distu r bance of , the ^Production processes of modern capi- 
talism its incapacity to utilise the advances of scientific and technical 

so t^'Jf^ Im P"i" li *m* M Highest Stage of Capitalism., p 63. 
Sge U.S. News & World Report, 1981, 91, 17:20 
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progress as they should be, and the intensification of the contradictions 
in international relations are an expression of the deep, all-sided crisis 
of capitalism's economic and political system. In order to retard the 
weakening of the forces of world capitalism and the steady strengthening 
of world socialism, the imperialist countries, especially the USA, 
are taking a number of emergency measures. 

New features have appeared in the present-day export of capital, 
some of which stem from inherent characteristic features of this form 
of imperialist expansion, while others reflect contemporary features of 
world development. 

(1) There has been a substantial growth of the significance of capital 
exports for highly developed state monopoly capitalism, due to the 
accelerated intcrnaticnalisafion of its positions, and growth of the 
global pretensions of the biggest monopolies. 

Before World War 1 practically all capital exports were made from 
funds created on the home money market. Small capitals were united, 
through the joint stock form of ownership, into a capital capable of 
finding profitable investment abroad. Two-thirds of all the issues of 
securities in Britain between 1880 any 1913, it is estimated, concerned 
foreign investments. Subsequently the role of small and medium capi- 
tals fell in the export of resources. Big monopolistic alliances became 
the main exporters. Foreign investments were concentrated in the 
bands of a narrow circle of very big monopolies. In the 1970s, for 
example, fewer than 200 American monopolies owned more than two- 
thirds of the overseas capital investments of that country. That is not 
just, typical of the USA, of course, but also of oilier big imperialist 
countries. 

There has been a corresponding substantial growth in the scale of 
capital exports, and in the size of the overseas investments belonging 
to the biggest, primarily transnational, monopolies and banks. For 
the period from 1914 to the end of World War IT the overseas capital 
investments of the main capitalist countries grew by roughly a third 
(which corresponded to their level in 1930). In the period since the war 
the sum total of foreign capital investments has more or less doubled 
each decade. 31 As to the various forms of capital exports, growth was 
not homogeneous. If we take direct investments, for example, there has 
been a faster growth in the last fifteen years, doubling in six or seven 
years ($112.4 billion in 1967, $207 billion in 1973, and $371.8 billion 
m 1978; in 1981 they reached a figure of the order of $450 billion to 
$460 billion)— on an average $9 billion a year in 1907-9, $14 billion 
in 1970-74, and §33 billion in 1975-8. There has again been a substantial 
growth in the role of loans in recent years, but that has not lessened 
the functional role of direct investments. 

The growth of capital exports has been the result, on the one hand, 
of rapid development of the productive forces, deepening internationali- 

31 See A. A Manukian, E. S. Khesin, Yu. I. Yudaiiov. The Export of Capital. 
m N. N. Inozemtsev et al. Politicheskaya ekonomiya sovremennogo rnonopolistiche- 
skogo kapitalizma (The Political Economy of Modern Monopoly Capitalism), Vol. 2 
plysl Publishers, Moscow, 1975), p 73. 



sation of production, extension of world economic relations through 
the impact of scientific and technical advance, and expanding of the 
positions of transnational corporations. On the other hand, and this is 
of fundamental importance, the rapid growth of capital exports is an 
indicator of the incapacity of modern, highly developed capitalism to 
cope with the problems of its development other than through accelerat- 
ed internationalisation, forcing of overseas expansion, suppression of the 
national sovereignty of nations, and their subordination to its hege- 
monistic drive by shifting the burden of its contradictions onto them. 

Capital exports directly or indirectly affect the interests of ever 
broader strata of the population in capital-exporting countries and 
various sections of business, including small and medium-sized. In 
striving to mask the growing anti-popular character of this course, 
and to mitigate the deepening contradictions between the various 
groups of monopolies, modern state monopoly capitalism has tried, 
by means of government programmes of various kinds, to unite their 
essentially different interests under the banner of securing 'national 
interests' and make the broadest strata of the population and business 
co-partners in the expansion of capital being implemented by the big- 
gest, above all transnational, monopolies. The role of capital exports 
in the development of stato monopoly capitalism, however, is not 
limited to that. 

The bulk of foreign investments is concentrated in the industrially 
developed part of the capitalist world, leaving most developing coun- 
tries in the position of stop-children of scientific and technical advance 
The ratio of industrially developed capitalist powers' net exports and 
imports of capital is indicative: more than half of new direct investment 
goes to industrially developed countries. 

In 1978, for example, the net export of new direct investment in 
this group of countries was §30,918 billion, the not import $20,034 mil- 
lion. Tn 1978-80 these American investments abroad grew annually, 
on the average, by S'19.5 billion, while foreign direct investment in 
the USA rose by §10.2 billion a year. 32 As leading economists in the 
Wcsl now write, there is a growth of : interdependence' among a rela- 
tively narrow group of the industrial capitalist countries (see Tablo 1.1). 

At the same time repeated attempts are being made to unify the 
interests and policies of the monopolies of various countries, including 
the rising (especially monopolised) business of developing countries, 
by means of capital exports. Some of the more far-sighted figures of the 
Western world (for example, J.F. Kennedy) reckoned on promoting an 
acceleration of capital exports to developing countries, and raising the 
efficiency of such expansion by pooling the efforts of imperialist coun- 
tries, concentrating the main efforts on 'key' developing countries, and 
drawing the rising business of the new states over to their side as a part- 
ner. But these plans were not destined to be implemented, which indi- 



82 See Recent Developments Related to Transnational Corporations and Interna- 
tional Economic Relations. U.N. Economic and Social Council. Commission on 
Transnational Corporations. Doc. E/ClU/1982/2, 16 July 1982, p 5. 
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Table J .1 

Distribution of U.S. Overseas Direct Investments, 1950-l9cSl 
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caled the incapacity of capitalism and its lack of opportunities and 
resources to ensure fulfilment of profitable solutions that are strategic 
from its standpoint. 

Business in developing countries proved a poor and unreliable ally. 
This young national capital is annually exporting direct investments 
to the tune of &250 million (not counting the oil-exporting countries; 
with them the total would be roughly doubled). But its interests often 
diverge from those of the monopolies of the industrially developed 
countries. 

In the absence of the desired class unity of the bourgeoisie under the 
aegis of the monopolies of the West, imperialism has been forced to 
resort to 'traditional means'. Along with growth of capital exports to 
liberated countries, intended to secure the economic, political, and 
social interests of the imperialist monopolies, the West (especially the 
USA) has widely resorted to the use of military force and aggressive 
methods for its purposes. It also does not mind applying these methods 
to other countries, as experience has shown. In that connection the 
26th Congress of the CPSU noted that 'imperialist circles think in terms 
of domination and compulsion in relation to other states and peoples'. 33 

These circumstances do not alter the monopolies' drive mentioned 
above to consolidate the position of highly developed state monopoly 
capitalism within the imperialist powers and throughout the world 
capitalist system as a whole by means of capital exports. 

(2) There has been a substantial growth in the aggressiveness of 
capital exports, which is expressed now in the very character of the 
penetration of foreign capital, because of its inability to ensure profit- 
able application other than via a gross breach of the fundamental 
standards of international intercourse, flouting of the principles of 
equality and mutual benefit, and undermining of the foundations of 
peoples' national sovereignty, freedom, and independence. An essential 
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factor in this heightened aggressiveness is the increasing unevermess of 
Imperialist countries' development. 

In I his situation, as we know, Japanese and West European monop- 
1 »S J! S?P etmg m ? rc ««J raore successfully with American capital, 
even on its home market. During the 70s the USA's share of world 
exports fell by almost 20 per cent, the fall being largely governed by 
the worsened position of American monopolies in the sphere of inter- 
national investment. The aggressiveness of the rivals is ever increasing 
!J U 5° ming m ° re rU ^ €SS ' sincc transnational corporations (among 

Apart from causes concentrated in the centres of highly developed 
state monopoly capitalism, the peculiarities of the position of less 
developed countries are also manifested in growth of the aggressivene 
of nternational investing. As Lenin remarked: 

imperialism continually gives rise to capitalism anew (from the barter economy 

m^^^t^^^Z^ y developed t0 higb,ydevel - 

Capitalism still retains this reserve today; the export of capital helps 

H fe t % «P l01t Jt t0 fc ¥ Vital iQLGres " s of statemonopofy 

Svo wV 1 J e 1 c l omin S more a„ d more difficult to make nse of this 

bSSSlX n SS t gT0W(h °/ UlG f0, ' Ces of nationid liberation, an 
SSrtSfn^f ! ^.^/.^tries choosing a road of progressive deve op- 
ment (including a socialist orientation), and strengthening of the liberat- 
ed countries' ties with the world of socialism meiineiat- 

m^&SS3& iS f beC0 TlS <fo imperialist circles' last effort to 
secure the placing of capital abroad necessary for them The 26th 
Congress of the CPSU noted, in connection with their acUvity 

Vv.th ntler contempt for the right, and aspirations of nations, tie L trvin* 
to portray the liberation struggle of the masses as 'terSn' IndWd thS? 
ha yc set out to achieve the unachievable-to set up a Sei tf 
chang* in the world, and to again become the rulers of the peopg' d£ 

This aggressiveness is being manifested with mounting force since 
it s directly inked with the operations of the military-industrial 
complex and he monopolies' global militaristic plans. It is worth 

^ f l^^lV 1 ^ ClaW /7 f lhe ^"egorically refuted 

rani.« \ Zf ^ arl Kautsky and his sympathisers that the export of 



36 X" T " Lenin ' Notebooks on Imperialism. Op. cit., p H6 
3B n' t C Tf nl T Heso } uti T- The 26ih Egress..., p 27. ' 
n 1511 from Sff£!PS m ^Notebooks on Imperialism (Collected Works, Vol. 39 
feiSSL ATiffft La Internationale des vaieura mobil - 

yftS Eg**" ['^national de statistique, 1912, 19, 2:225; see ali 
V.l. Lenin. Imperialism, lhe Highest Stage of Capitalism., p 105. 
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Lenin resolutely rejected claims that monopolies wanted, through their 
subsidiaries, 'to entangle various nations financially and in this way 
promote world peace', 87 and repeatedly showed the real nature of war 
and militarism in his works. Kautsky and his sympathisers lacked 
depth of understanding of the con trad ictoriness of the complicated 
business of the interlocking of the interests of finance capital when it 
overstepped the national bounds and entered the international arena. 

History has fully confirmed the correctness of Lenin's conclusions. 
Again and again fairy tales about the alleged elimination of militarism 
in itself through economic operations abroad have been refuted (told 
to divert public attention from the true sources of the war danger, and 
to persuade the public to seek the source of the threat to peace in an 
imaginary 'Soviet dangor', and in an alleged growing aggressiveness of 
developing countries). 38 Attempts to organise a 'public democratic 
movement' that would cover up the monopolies' aggressive essence by 
slogans popular among the masses of the people (like the project 'Peace 
through Investment', propagandised in the USA) have been fiascos. 

The vitality of Lenin's ideas was again attested at the 26th Congress 
of the CPSU, which stressed the existence of a relationship between the 
imperialist system of economic and political oppression on the ono hand 
and the aggressive military machine on the other. 

The monopolies need the oil, uranium and non-ferrous metals of other coun- 
tries, and so the Middle East, Africa and the Indian Ocean are proclaimed 
spheres of US 'vital interests'. The US military machine is actively thrusting 
into these regions, and intends to entrench itself there for a long time to come. 
Diego Garcia in the Indian Ocean. Oman, Kenya. Somalia, Egypt— where 
next? 

To split the expenses with others and at the same time to tie its NATO 
partners closer to itself, the United States is seeking to extend the functions 
of NATO. Washington strategists are obviously eager to involve dozens of 
other countries in their military preparations, and to enmesh the world in a 
web of US bases, airfields, and arms depots. 39 

The exploiter essence of capital exports and their close link with 
the monopolies' military, aggressive aspirations are quite clearly 
demonstrated. 

(3) There has been a strengthening of the relations between capital 
exports and the foreign policy course of the imperialist powers which, 
moreover, has a very contradictory character as a reflection of the great 
changes that have taken place in the finance and industrial capital of 
the imperialist countries itself and as regards the balance of forces on 
the international scene and the strengthening of the forces of socialism 
and national liberation. That is being reflected in a host of facts char- 

37 Cited by Lenin in his Notebooks on Imperialism {Collected Works. Vol. 
f.y, P 54) from Oskar Stillicb. Geld- und Bankwesen. Ein Lehr- und Lesebuch (Cur- 
tuis, Berlin, 1907), p 180. 

th 7 AcC01 ' dil, g to the list presented in the report War Powers. Hearings before 
*ne Subcommittee on National Security Policy and Scientific Developments of 'the 
kp/l m, i lee 0,1 Forei Sn Affairs (II. R., 93rd Congress, 1st Session, March 1973, pp 328- 
the USA look part in 199 military hostilities abroad between 1798 and 1972 
alone without a declination of war; the data on the 20th century have in no way 
given evidence of a lessening of the international aggressiveness of U.S. capital. 
Documents and Resolutions. The 26th Congress..., p 28. 
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acterising the economic and political development of modern capital- 

SRfS*! l°u Tf^S and whose capital if cal- 

culated in billions of dollars boss the show in capitalist counlries 
especially in the biggest ones. countries, 

The drive of monopoly capital to play the decisive role in interna- 
tional relations, without allowing for the objective tendencies of odal 
progress, is being intensified. Karl Marx disclosed the bas s o this 

ZtklUZ^V^ a trend typical of <*Vit*i*m to convert 
the functioning capitalist into a cosmopolitan 40 (directly interested in 
international relations) as a result of %he produet^n % 7^an^ 

Hmit" fnS' ° 7 C T lat i°? f ° r P^duction based on ca^ta S 
limit , including national frontiers, becomes for such a capitalist Z 
hamer to be overcome;," an 'accident' that he overcomes by means of 
foreign expansion (political, military, or economic). 

In the imperialist stage this expansion of the monopolies becomes 
more and more aggressive. As Lenin wrote: Becomes 

Slfl^ P>e violence that is associated with it. such are the relation- 
in it, drii V yP1Ca i ° f the [ * m Pha?e of capitalist development'"; 
n its drive to expand, moreover, capital docs not stop at eliminating 

pressure 01, as Lenm remarked, 'economic annexation' 43 

*«U? V 11 ™? 1 *^™ Mature has always been inherent in imperialist 

S^JfcSi 11 * W9S ga ' hering material for 1,is h 
function of dtnin ° W1Ilg Stat ? m l nt b yHilferding: 'The most important 
function of diplomacy now is that of agency of finance canital '« Tt> 
the table 'Essayed Summary of World History DatHftV lSTO in h£ 

M^^Ct^r Jf^i traC6d the lS ° f diplomatic act and 
alliances with the international operations of trusts, the conclusion of 
customs agreements, large-scale concessions, etc « C0I,clUbl °" of 

Lenm drew attention to a number of noteworthy admissions 
bourgeois authors. He quoted, for example, the words oi iSTSSnS 
author Gerhard Schulze-Gaevernitz: merman 

The export of capital is a means for achieving the foreign policy aims and »t 

the same tune, its success depends on foreignpolfcy *» 
And he copied out the following thesis from Hobsori's Imperialism- 

nl7^n Cm f ? r f gn P° licy of Greal Bri,ain is PrimMy *^ggetr 
profitable m arkets of investment'* The fact thai these admissions were 

^JZ^^^:f^! 0n t0 * ^ Political Economy (Progress 

" See Karl Marx. Grundrisse..., pp 311 312 

« rffnH li r C " in " . No 1 tebo '! k - a on imperialism. O/;. pp 688-705. 
r c v rj te ^ hy Lomn m bls Notebooks on Imperialism (On cii n K7\ f,« 

Die i^ Kreditbank. fi S K Biicher, e 7 

Gra/,*,/ SozUlBhononttk Book III (Tubingen, 1915), p 165. ' 

J A fibbS? r! n m h * s K<rtcbookfl on Imperialism (0/,. eit, p 410) from 

J. A. llobson. Imperialism. A Study (Nisbot, London. 1902), p 00. 
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made by bourgeois writers was very noteworthy. When such statements 
were included in the system of Lenin's analysis, they acquired a special 
documental character, and emphasised the topicality of his conclusions 
for our day as well. 

Life has fully confirmed the correctness of Lenin's approach to- 
analysing the role of capital exports in imperialist politics. To talk 
about them today is primarily to consider the expansion of a small 
group of industrially developed capitalist, countries. More than nine- 
tenths of the total of direct private investments (roughly $450-460 bil- 
lion) mentioned above come from the USA, Great Britain, West Ger- 
many, Switzerland, Japan, Holland, France, and Canada. As will be- 
seen, this group consists of all the most powerful and influential coun- 
tries of the capitalist world, and the three centres of world capitalism 
(the USA, Western Europe, and Japan). 

The list also includes the leading nucleus of the Western countries 
in the United Nations, and all three of the Western powers that are 
permanent members of the Security Council. The group of chief export- 
ers of capital almost exactly coincides with the members of the annual 
meetings of Western leaders, where they agree the basic parameters of 
their policy. They are the main members of all the military, political 
and economic organisations and international institutions of capitalism, 
the main forces determining military and political strategy and the- 
economic conjuncture, and the backbone of the military-industrial 
complex. All the biggest transnational corporations belong to them. 

At the same time the chief exporters of capital, who lay claim to» 
the role of locomotives of the capitalist, system on politico-economic 
plane, are in fact the sources of the main upheavals of capitalist pro- 
duction, and the focus of its unresolvable contradictions, with all the 
consequences stemming from that for politics. 

In systematically exploiting the working people of various countries, 
the monopolies receive backing from the most aggressive and reactionary 
forces in the modern world. Capital exports rank equally with support 
by means of foreign policy for militaristic regimes, anti-popular group- 
ings of every kind, and the forces of racism and apartheid. 

The peoples are coming out more and more resolutely for a restruc- 
turing of international relations on a just, democratic basis. 

In that connection we must not ignore that fact that it is becoming 
more and more difficult for the monopolies to use the levers of the 
international movement of capital exclusively for the purposes of im- 
perialist policy. As was noted at the 26th Congress of the CPSU, 

the policy of peaceful coexistence charted years ago bv Lenin is exercising 
an increasingly decisive influence on present-day international relations.** 
borne influential business circles in the West are for developing co- 
operation with the USSR and other counlries of the socialist communi- 
ty. Constructive business co-operation of that kind, based on the prin- 
ciples of non-interference, respect for sovereignty, due allowance for 
the partners' interests, and mutual benefit, has become a factor in 
contempora ry international relations that has a restraining influence 

48 Documents and Resolutions. The 26th Congress..., p 3-1. 
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on the monopolies' aggressive aspirations and on uncontrolled expan- 
sion of capital That fact is of special significance for the liberated 
countries, which are interested in getting resources and technology from 
abroad to promote their economic advance and consolidate their polit- 
ical independence. 

(4) Finally, a characteristic feature of the modern export of capital 
is the intensification of its exploiter essence. Its features listed above 
serve precisely that end, viz., growth of its significance for state monop- 
oly capitalism growth of its aggressiveness, especially broad use of 
militarism, and strengthening of its relation with foreign policy and 
diplomacy. J 

The working people of various countries have become the object of 
growing exploitation. Lenin, criticising those who claimed that capital 
was exported solely to new countries, wrote in October 1917- 'Under 
imperialism, capital has begun to be exported to the old countries as 
well, and not for superprofits alone. •« Originally capital was mainly 
exported to economically backward countries arid regions; after World 

Table 1.2 



Total Proiits Received by the USA from 
Direct Foreign Investments, 1966-1981 

($ million) 



Year 


Industrially 
developed 
capitalist 
countries 


Developing 
countries 


Total 


1966 


1 ,452 


1,946 


3,467 


1967 


1,579 


2,171 


3,847 


1968 


1,657 


2,430 


4,152 


1969 


1,846 


2,652 


4,819 


1970 


2,436 


2,340 


4,992 


1971 


2,775 


2,712 


5,983 


1972 


2,911 


3,079 


6,416 


1973 


3,775 


4,272 


8,384 


1974 


4,892 


6,086 


11,379 


1975 


4,609 


3,619 


8,567 


1976 


5,217 


5,763 


11,127 


1977 


6,876 


5,673 


12,795 


1978 


7,417 


6,100 


13,696 


1979 


10,263 


8,978 


19,366 


1980 


12,247 


7,465 


20,133 


1981 


11,116 


7,594 


18,894 



Sources: Survey of Current Business for the appropriate 



,p "J* JIm-T*' *i? vision °/Jt\ c Part y Programme. Collected Works, Vol. 26 
(1 repress Publishers, Moscow, 1964), p 165. 
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War II its export to industrially developed capitalist countries became 
of special importance (as noted above, in particular in Table 1 1) 
'taking into account its "potential" (and not actual) profits and the 
further results of monopoly'." Together with the mounting mass of 
profit extracted from economically backward countries, there has been 
a rapid growth of the amount of profits from direct investments in 
developed countries (soe Table 1.2). 

Exploitation of the working people in countries exporting capital 
is growing, as we said in § 1 of this chapter. The colossal profits obtained 
by U.b. monopolists from the export of capital are resulting not just 
from the relations of production between American capital and the 
workers of the other capitalist countries to which American capital is 
exported, but also from those between this capital and the workers of 
the USA. Once more that shows the deep community of interests of 
the workers of the USA and of the countries in which American capital 
is being invested. The very aim for which capital is exported, moreover 
is loreign to the interests of ail nations, including the American 

The most obvious manifestation, however, of the increase in exploita- 
tion through the export of capital is the huge payments that the 'recip- 
ient countries (i.e. those in which the capital is placed) make to the 
exporters. In developing countries, for example, the owners of direct 
investments annually receive a sum of profits equal to a quarter or 
a nttn oi the total of the investments. The new flow of direct invest- 
ments is rather smaller than the sum of profit transferred abroad, which 
is also evidence of systematic exploitation of these countries through 
the investing of foreign capital in them (see Table 1.3). The developino- 
gountnea are not recipients of resources under this most important 
item m the movement of capital, but not payers in favour of the indus- 
trially developed capitalist countries. During the crisis of 1981 the 
prohts irom American direct investments in developed capitalist 

Table 1.3 

Ratio of Direct Investment Inflow to Total 
Profits Transferred Abroad 

(aggregate figures in $ million for 62 developing countries) 



Year 


Direct 
investments 


Total 
profits 


Year 


Direct 
investments 


Total 
profits 


1967 


1,141 


4,254 


1975 


7,638 


9,644 


1971 


2,400 


7,192 


1976 


4,275 


11 ,448 


1972 


1,776 


6,230 


1977 


6,875 


14,046 


1973 


4,060 


9,374 


1978 


6,788 


16,691 


1974 


—203 


10,776 









Sources. Internationa -Monetary Fund. Balance of Payment* Yearbook (IMF, Washington 
Beveiomn^ rSffi iy ! ?5?-*> : Organisation for Economic Cooperation S3 

^ nl P n ! n Lf?' O/ I mW! P 0 '''' ra ' i0n - Efforts and Policies of the Members of 
the Development Assistance Committee (OHCD, Paris, for the respective vears) 



V. I. Lenin. Imperialism, the Highest Stage of Capitalism, p 79. 



27 



countries fell compared with 1980 ($11.2 billion and $12.2 billion 
respectively), while those from developing countries rose ($7.6 billion 
and $7.5 billion respectively). 

Both direct investments and loans go more readily to countries 
with a higher level of income, which also governs their higher profit- 
ability. In 1978-80, for example, more than 50 per cent of the direct 
investments were concentrated in developing countries where the gross 
national product exceeded $1,000 per capita (for contrast: only 5 per 
cent of these investments went to less developed countries with a per 
capita income under $400 a year). 

The picture is even more expressive as regards loan capital: in 1978 
the most developed countries of this group received two-thirds of ail 
the loans, and the less developed ones 1 per cent (!). The picture has 
not altered in the years since. 

Another indicator of the intensification of exploitation is the change 
in the policies of the main investors of private capital, viz., the trans- 
national corporations. Direct foreign investments via TNCs still contin- 
ues to be an important source of industrial financing for many develop- 
ing countries. They are still the main and, moreover, traditional chan- 
nel for TNCs' penetration of these countries. During the 70s the flow of 
direct foreign investments from developed capitalist countries to devel- 
oping countries grew annually, on the average, by 15 per cent in nomi- 
nal terms and by 4 per cent in real ones. 

Capital flows into developing countries come mainlv from industrial 
TNCs of the United States and Canada (50 per cent of the flow of all 
private funds in the 70s), Western Europe (38 per cent), and Japan 
(10 per cent). The share of West European countries has fallen from 
50 per cent in the 60s to the 38 per cent in the 70s just mentioned, as 
a result of the vigorous expansion primarily of Japanese companies, 
which have allied themselves with American corporations. The Japanese 
group of TNCs is now the most dynamic group of companies penetrating 
the developing countries (mainly Asian). The driving force of Ja- 
pan's expansion, moreover, has been the search for new markets and 
sources of raw materials and energy for its industry. Monopolies with 
the most rapacious, expansionist features are thus uppermost. 

There has been a marked flow of private capital into Central America 
and the Caribbean (Mexico, Panama, Trinidad and Tobago. Bermuda 
the Bahamas, and the Dutch Antilles) and Asia (Hongkong, India' 
Indonesia, South Korea, Malaysia, and Singapore) through the opera- 
tions of the Americano-Japanese group. Those countries and territories 
were the leading areas of the operations of TNCs at the end of the 70s 
as regards the volume of private investments made (more than 50 per 
cent of all the investments in developing countries). 

T^r° U / th America was also an important area of the operations of 
IJNCs (up to 25 per cent of the investments in developing countries), 
although its importance diminished in the 70s. There was a marked 
fall then, as well, in the importance of Africa and the Middle East 
(from 20 to 15 per cent and from 10 to 4 per cent respectively). AIL 
these regions were traditionally areas of the operations of West Euro- 
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pean corporations. During the 70s there was thus a marked change in 
the composition of the transnational corporations operating in develop- 
ing countries, and in the areas of their operations. 

In connection with this 'innovation' in the character of TNCs 
economic expansion there has been a substantial change in the structure 
of the private funds flowing to developing countries. An important 
new source of private financing of developing countries emerged in the 
70s in the shape of transnational banks (TNBs). The total of the loans 
granted through TNBs (especially in the form of Eurocurrency credits) 
rose to nearly $44 billion. 31 The proportion of private investments of an 
industrial nature in the total flow of private funds consequently fell 
from 50 per cent in the 60s to less than a third in the 70s. In 1979 the 
total of loans made to developing countries was greater than the total 
-of industrial investment. All these changes have led to further intensi- 
fication of the exploiter character of TNCs' operations in developing 
countries. 

The proportion of productive capital in the total flow of private 
•capital has fallen, since the loans of TNBs are largely used to cover 
deficits in developing countries' balances of paymonls and their out- 
lays on past indebtedness. The paying off of debts is now acquiring 
greater and greater significance in the outlays of developing countries. 
There has been a marked shift toward loan 'capital in the structure of 
imported capital, which means that developing countries are losing the 
■chance to get the useful scientific and technical information, and mana- 
gerial and organisational know-how that usually accompanies the ex- 
port of functioning capital. 

The growing proportion of loan capital is not only reducing the rates 
•of transfer of technology, but is also (and this is very important) increas- 
ing the volume of funds being pumped out of developing countries. 
In 1979 they transferred around $16 billion in profits on productive 
investment to developed capitalist countries; the paying off of debts 
and interest payments on bank loans came to $34 billion in the same 
year, i.e. more than double the profits transferred. 52 This is all leading 
ultimately to an increase in the rate at which capital is being pumped 
out of developing countries. In 1971 they paid $8 billion in interest on 
debts, and in 1980 .$75 billion. 53 Is that not an indication of the exploit- 
er character of the loans, credits, and other indirect forms of the export 
of capital to developing countries? 

The pumping of funds out of these countries takes other forms as 
well. The daughter firms of TNCs in them strive to use local money 
resources to the maximum possible extent to finance their operations 



al U. N. Economic and Social Council. Commission on Transnational Corpo- 
rations. Report of the Secretariat to the Sixth Session, 23 June-4 July 1980. Doc. E/C. 
10/ /4, 16 May 1980, p 13. 

52 TJNCTAD. Handbook of International Trade and Development Statistics, 
supplement 1980 (U.N., New York. 1980). pp 250-251; OECD. Development Co-op- 
i r o a on 0e l: E S orts and Polices of the Members of the Development Assistance Committee. 
1980 Review (OECD, Paris. 1980). j 

53 See U.S. News & World Report, 1981, 91, 17:23. 
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and so reduce the flow of new capital from the parent companies There 

ion of kfn^f Y re(h,Ct T' f ° r ° Xample ' >*» ^ * the proper 
Ameri L£ MMtt ITT S^Sf in the ***** of affiliates of 

t^^^.^sS^ growth in lhe funds 

The scale of the exploiter effect of the export of capital is not how- 

r«he? t eZrofst q r ntita,ivc / y - we wss^ssf'^ 

fL 1, * / P i tate capitalism to utilise it to win over 

that part of monopoly capital that is not involved in foreign economic 
expansion and the capital of other countries, including h f deveK 
countries themselves, to the policy of the leading monopolies P * 
This monstrous anti-popular 'partnership' of capital is reinforced 
by various means of state monopoly support Free 'aid' tL 

sta e monopoly capilaliyn raises from society as a who e in oTrte ,„ 

S& 7^S£r^ possible - in spitc of th * 

a ^t^K^^^^- « , in 
on the creation of favourable conditions for its investmen and enecHve 
uncHonmg abroad, the guaranteeing of the IransfS of profit" and 
the provision of guarantee funds tor the paymer " of compensat^n 
where necessary .The outlays from pnblic fanVoTth's sort a^dh-e eS 
blocs 86 SCale t0 SUpP ° rt ,epressive P ° ,Uical "H™ **Mt£ 

Various strata of business are the n&prn inin th* tn^A* *a « 
foreign expansion, hut their |Ni^X^^t^&^ 
fl? . r t ,r f Xpen ^ ltUrG ' are onI y those Sianl monopolies whose thirs 

pay for the overseas expansion of capital. As nowhere else E i« 
top monopoly business and the rest of society in capitalist conn trie 

led To co n r t^?nT1» menti0ned ab ° Ve ' We sh ° uId ^ someWs 

mov^ of W and 'international- 

movement oi capital , the second in fact includes the total of capital 
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Table 1.4 

Scale of Economic 'Aid' to Developing Countries, 1980 
($ million and percentage of the national product 
oi tne countries rendering 'aid') 



Country 


Absolute 
sums 


Percentage 


Country 


Absolute 
sums 


Percentage- 


USA 


7,091 


0.27 


Italy 


678 


0.17 


France 


4,041 


0.62 


Australia 


657 


0.48 


West Germany 


3,518 


0.43 


Belgium 


575 


0.48 


Japan 


3,304 


0.32 


Norway 


473 


0.82 


Great Britain 


1,785 


0.34 


Denmark 


464 


0.72 


The Nether- 






Switzerland 


246 


0.24 


lands 


1,577 


0.99 


Austria 


174 


0.23 


Canada 


1,036 


0.42 








Sweden 


923 


0.7G 









Source: OE CD figures cited in U.S. News & World Report 1981 JM 17 • 9s nutU. 

ic Aid lo Poor Nations- Who Gives What). ' ' - 3 (Eronom - 



SSSiii! and loan and expenditure on maintenance of an, 
aPProPmte null ary-po htical and economic climate abroad, so that 
capital can he placed there on an ever-growing scale, function there, 

Sanies J ffisf *° ™ * t0 M 

hel™ iLT't 1810 ? •* ° + f v ten T pI ° yed by *P^fc « capital since it 
helps them to claim that there is a growing 'understanding' of the 
problems of other countries by the major imperialist powers, and that 
the amounts being spent on the needs of international development are 
increasing. But this is nothing else but capital pursuing expLs on of 
Inn S a J ormternaL ' onal corporations. At bottom the artificial compari- 
son ol the increased .amounts allegedly invested abroad with the scale of 
the profits obtained as evidence even of a reduction in the decree of 
exploitation contradicts reality. * 0t 

T Jh iS i t0 P0inl ' [I ! that connection, to recall an extract made by 
talism working on tnperMism, the Highest Stage of Capl 

W * giving'the °real 

One has to do the samo in regard to the calculation of profit 

lhe comparisons made above showed, for example, that every new 

frnmflnlT VT^T^ ** ******* & ^ of profits coming 
from abroad A 'broader' approach to the calculation substantially 
alters the picture. If we take the financial transfers of both parties the 



Pn^5*!? le v! by ^V 1110 his Notebooks on Imperialism (Op. pit. p 83) from 
LuoSug Eachwege. TocMe,ge,ell>charten. Die Bank, 1914. J. Semester p 
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developing countries, which have to transfer $66 billion abroad in the 
form of dividends, profits, and depreciation allowances, get $83 billion 
from abroad in the form of government capital, direct investments, 
private export credits, portfolio investments, and bank loans— quite 
a different ratio! It is even further altered, and appears even more at- 
tractive to the apologists of capital, when account is taken of the 'aid' 
that ultimately goes mainly into the coffers of the monopolies but is 
outwardly represented as assistance. In that connection we would again 
/recall the justice of Lenin's evaluation of bourgeois researchers. 

Taken as a whole [he said J, the professors of economics are nothing but learned 
salesmen of the capitalist class ... not a single professor of political economy ... 
can be trusted one iota when it comes to the general theory of political econo- 
my. 55 

The export of capital is precisely one of these topics of political econ- 
omy. 

Study of the trends in the development of capital exports has now 
become of great importance, because it involves, on the one hand, the 
whole system of state monopoly capitalism and, on the other hand, 
includes certain new phenomena in the capitalist world that require 
.study, as the 26th Congress of the GPSU pointed out. 



§3. Export of capital, the material foundation 
of U.S. monopolies' global pretensions 

Study of capital exports from the USA, the biggest country of the 
capitalist world, has become specially important. The United States 
holds first place as regards size of capital exports. Nearly half of all 
the direct private investments of the capitalist world are American. 
The USA surpasses all the countries of Western Europe taken together 
in total investments. The main transnational corporations are American, 
so that first place in the total of capital placed is further reinforced by 
production and technological dependence. It is not surprising that 
American capital abroad is sometimes even called 'the second industrial 
power of the capitalist world', since it exceeds that of any capitalist 
country, except the USA itself, in output of goods and services. 

All the features of the modern export of capital that we mentioned 
above correspondingly relate above all to American foreign economic 
expansion, namely: 

(I) unprecedented growth of state monopoly capitalism, and increase 
in its global claims; 

(II) extension of aggressiveness in foreign economic activity, and 
strengthening of the link with military-industrial TNCs; 

<I 1 1) growth of influence on foreign policy, and its increasing subordi- 
nation to serving the interests of the top people of monopoly busi- 
ness; 



55 V. I. Lenin. Materialism and Empirio- Critic ism (Progress Publishers, Mos=- 
cow, 1973), p 331. 
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(IV) unprecedented development of the mechanism of exploitation in 
the export of capital, and attempts lo subordinate the interests 
of various countries to the political, economic, and social aims 
of the expansion of American capital. 
The most reactionary features of the international policy of modern 
imperialism and subordination to the interests of the military-indus- 
trial complex are inherent in the American export of capital. American 
imperialism could not lay claim to the role of world gendarme if it did 
not have the billions of capital placed abroad at its disposal. 

American capital did not achieve these positions at one fell swoop. 56 
As already mentioned, it began to hatch in the last third of the nine- 
teenth century, owing to the rapid development of capitalism in the 
USA, Germany, and Japan, as well as in Great Britain and France. 
Assimilation of the home territory had been completed in the main in 
all the chief capitalist countries. The process of concentration and 
centralisation of capital had led at the same time to the formation of 
monopolistic, alliances and the rise of a huge 'plethora' of capital in 
those countries, which was directed abroad, primarily to economicallv 
backward countries. 57 While export of capital had been a unique phe- 
nomenon before then, and Britain and France had in fact been the sole 
exporters of capital, there was a 'turn' at the end of the century because 
of the features of the development of capitalism mentioned above, 
fliere was a rapid growth of exports of capital, many developed capital- 
ist countries already becoming exporters. 

In the first decade of the twentieth conturv Britain was the No 1 
exporter, followed by France, and then by the USA, Germany, the 
Netherlands, Belgium, Italy, and Japan. At the end of the 20s the USA 
had moved into first place, relegating Britain to second place (if the 
war loans arc excluded. Britain was in first place, and the USA in 
second). France to third, followed by the Netherlands, Switzerland, 
and Germany. 

In the second half of the 30s Britain had again gone ahead, relegating 
the USA to second place. The Netherlands was in third place and France 
only fourth. Then followed Switzerland and Belgium. The powers of 
the fascist 'axis'— Germany, Italy, and Japan— were increasing their 
foreign investments. 

In the second half of the 40s there was a new shuffling of places 
among the international investors. The USA forged ahead, overtaking 
Britain. Canada was in third place, the Netherlands in fourth, and 
France now fifth. Defeated Germany, Italy, and Japan had lost the 
greater part of their overseas investments and were dislodged as rivals 
of the other exporters of capital. 

The second half of the 50s had the following order of places: the 
USA, Britain, France, Canada, Switzerland, West Germany, Belgium 
the Netherlands, and Italy. 

F l/pf? E ',£"i x Pl0 r! ,ne , V ' The World Econom y ^ the Mirror of Diplomacy. In 
• ricinev (fcd.). Diplomatiya i mirovoye khozyaistvo (Diplomacy and the World 
economy). Mozhdunarodniye Oluoshcniya, Moscow 1966, p 17. 

Sec V. I. Lenin. Imperialism, the Highest Stage nf Ccnitalism. p fiO. 
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A decade later, in the second half of the 60s, the USA still retained 
first place, Britain second place, and France third; West Germany had 
broken through to fourth place (which it was helped to do through lift- 
ing, in 1952, of the ban on export of capital imposed on it after the 
war). 

In the second half of the 70s the list of foreign investors continued 
to be headed by the USA, followed by Britain, West Germany, Switzer- 
land, Japan, and the Netherlands, with France in only seventh place, 
followed by Canada, Sweden, etc. At present the USA's rivals are 
restricting her position though American capital conl inues to grow rapid- 
ly abroad in absolute terms. American direct investments abroad, for 
example, more than quadrupled between 1967 and 1981, from $50,4 
billion to $227.3 billion, but relative to the other capitalist countries 
her share fell, to under 50 per cent in 1981. Countries like West Germany 
and Switzerland increased their share (West Germany from 2.6 per cent 
in 1967 to approximately 10 per cent by the 80s, and Switzerland from 
3.3 per cent to 7.5 per cent). During the 70s the weight of Britain rose 
from 12.5 per cent to 15 per cent.; and that of Canada, France, and 
Japan to 6 per cent. 

The U.S. monopolies aro trying to compensate for this deterioration 
of their position by more active use of means of political pressure, 
military blackmail, and subordination of rivals. 

The book market of the USA is annually flooded with literature on 
problems of economics, history, philosophy, and foreign policy. In 
it a leading place is given to the problem of U.S. economic relations 
with other countries and the history of these relations. The fat works 
of bourgeois economisls and historians invariably repeat claims that 
have nothing in common with reality, viz., that U.S. economic relations 
with other countries are based on a desire to develop equitable co- 
operation, and render them 'aid' in their economic development, and 
not on the selfish calculations of the bigwigs of U.S. finance cap- 
ital . 

Historical facts and data are grossly distorted to that end. The 
facts about relations between the USA and China in the nineteenth 
century, for example, are falsified. The expansionist policy of American 
capitalism toward China is presented as an unselfish policy allegedly 
corresponding to the interests of the Chinese people. 

The same may be said about the light shed on the history of re- 
lations, especially economic ones, between the USA and other countries 
in Asia, and of U.S. relations with the countries of Latin America and 
Africa. The facts of crude expansion and direct aggression by the USA 
against a number of countries and territories in the past (die Philip- 
pines, Cuba, Mexico, the Hawaiian Islands, etc.) are depicted as mea- 
sures dictated by concern for their populations. The 'historical mission' 
of American capitalism is praised to the skies in every key, while its 
real strivings in relation to other nations, and its methods of diktat 
and blackmail are glossed over or hushed up. False slogans of various 
kinds are widely employed to that end: be it, for example, the assur- 
ances of the Carter and Reagan Administrations about their devotion 
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to defence of 'human rights' or the Reagan Administration's demands 
for a guarantee of a 'universal favourable investment climate'. 

All that is done so as to trace a link between the practice of American 
capital's infiltration of the economics of other countries in the past and 
its broad foreign economic expansion today, both being presented in 
a false light. 

For understandable reasons, ideologists pay particular attention 
to U.S. overseas economic expansion in the period since World War II, 
depicting the export of capital in the form of direct investments as aid 
to the countries whose economies are being penetrated deeper and deeper 
by U.S. capital. The billions of profit that American monopolies get as 
a result are depicted as their remuneration for 'services' rendered. 

The export of capital in the form of loans, credits, 'gifts', subsidies, 
etc., granted by way of rendering economic, technical, and military 
'aid', and made mainly, in recent years, through government channels, 
is depicted as 'aid' aimed at strengthening these countries' 'defence 
capacity', though they, of course, are threatened by no one, if one 
leaves out of account the danger of their enthralmcnt by American 
capital. 

It is indicative that $50 billion of the $130 billion directed abroad 
as U.S. economic 'aid' in the past three decades have been made in tho 
past ten years. The trend is very distinct! The bulk, moreover, goes to 
a very small number of countries. Military 'aid' has attained vast di- 
mensions, as will be seen from Table 1.5, it is closely linked with 
Washington's military-strategic aims, especially in such areas as the 
Mediterranean, the Middle East, and South and Southeast Asia. 



Table 1.5 



The Biggest Recipients oi' U.S. Economic and Military 'Aid', 1981 

($ million) 



Recipients of most 
economic 'aid' 


Recipients of most 
military 'aid' 


Recipients of most 
economic 'aid' 


Recipients of most 
military 'aid' 


Country 


Amount 


Country 


Amo- 
unt 


Country 


Amount 


Country 


Amount 


Egypt 

Israel 

India 

Turkey 

Bangladesh 


1,189 
785 
244 
200 
155 


Israel 

Egypt 

Turkey 

Greece 

Spain 


1,400 
551 
252 
177 
126 


Indonesia 
Sudan 
Philippines 
Peru 


128 
105 
92 
81 


Philippines 
Portugal 
Thailand 
Jordan 


76 
53 
51 
43 



Source: * H ^^ A K ency reported in U.S. Hm & 

The expansionist drive of U.S. monopoly capital, and its claims to 
aominarice m whole regions, are being manifested more and more 
aishnctly and, at the same time, also, its forced admission of the limited 
character of the possibilities of implementing that policy. A recent 
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study by American authors The United Stales in the 1980s recognised, 
for example, thai, the USA is coming up against definite limitations' 
in pursuit of its expansionist course abroad which is called in the book 
'the exercise of responsible power' 68 overseas. While noting that foreign 
aid cannot by itself cure poverty' (though it does not pursue such an 
aim!), and that 'modernization cannot be achieved quickly', the 
director of the Hoover Institution, W. Glenn Campbell, wrote: 

It has been recognized that the United States cannot export democracy f'?— 
A.A .G.] to the rest of the world [!?— /I .A .G.J. Since Vietnam the limits of the 
nation s ability to influence world events in a constructive manner have become 
clearly evident. 59 

Pining for the times when the USA thought she had the right to demand 
submission from all countries, the authors clearly regret that the direct 
use of weapons (as in Vietnam) also does not yield the desired effect. 

American capitalists and their ideologists quite understand that the 
future balance of class forces in the world very much depends on what 
social road the young states take. In order to achieve a stable com- 
promise with their national bourgeoisie the USA is prepared to bear 
additional expenses. This is dictated as well by the drive to broaden 
trade expansion in developing countries, and by a heavy dependence on 
imports of oil. 

The main slake in achieving such an eventual compromise is placed 
on a gradual 'bourgeoisifying' of developing countries, but no small 
role is also assigned to encouraging this process from outside, especially 
by U.S. state monopoly capitalism. 'The development of capitalism 
in the young countries,' Lenin wrote, 'is greatly accelerated by the 
example and the aid of the old countries.' 60 Diplomatic experts recom- 
mend a peculiar variant of 'building bridges' to those developing coun- 
tries that, allegedly have a growing community of interests with" devel- 
oped capitalist countries on many of I he problems of the modern economy 
The more closely these lines of the expansion of American capital 
are linked with the country's foreign policy course, the more painstak- 
ingly the American ruling circles try to mask the link. That is under- 
standable, since the aim pursued is to deceive peoples, and above all 
the American people, about the real essence of implementing the policy 
'from positions of strength' that they arc trying to make the basis of 
relations with the Soviet Union, and the socialist countries as a whole. 
These circles are imposing their arms race policy on a number of coun- 
tries dependent on them, employing their raw material and other 
resources to carry out their global military-strategic plans. Any finan- 
cial 'aid' to certain countries in Europe!! Asia, Latin America, and 
Africa, not to mention direct military 'aid', is inevitably accompanied 
with saddling them with dictated conditions in respect of deliveries 
of strategic raw materials to the United States, the building of American 
military bases on their territory, and their involvement in aggressive 

68 See Peter Duignan, Alvin Rabushka (Eds.). The United States in the 1980s 
(Hoover Institution Press. Stanford, Gal., 1980), p vii 

69 I hid., p vi. 

Moscow \\ll') n ™/J^ e Devdopment # Capitalism in Russia (Progress Publishers, 
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military groupings of various kinds, operating under the aegis of the 
United States. 

Proof of the expansionist aspirations of the American monopolies, 
a) id their hegemonistic claims on the natural and human resources of 
other countries, is the economic programme of the present Administra- 
tion. While claiming that it w r ants to achieve 'harmony of interests', 
it is in fact casting aside the very possibility of creating a political 
plan that would meet the interests of all countries as regards supplies 
of raw materials, resources, etc., and is explaining it, moreover, by 
'existing' institutional measures and 'structural relations', 61 i.e. the 
socio-economic system and existing commercial and economic, and 
political links of the separate countries on which U.S. monopoly capital 
is encroaching. 

The reactionary essence of the export of capital is clearly manifested 
in the policy of the most reactionary circles of monopoly capital aimed 
at 'eroding' the unity of the world socialist, community. 

A striking example of Ibis is their provocative course in relation to 
Poland, and their attempts to profit from the mistakes in economic and 
social policy made by that country in the past. It confirms that capi- 
talists exploit any possibility to promote their narrow class interests. 

Analysis of the facts relating to U.S. foreign economic expansion 
shows first and foremost that American monopoly capital w r as and 
remains, at bottom, an enemy of the independence and sovereignty of 
other countries and peoples, which it considers an object of exploitation 
and plunder. 

It is clear, furthermore, from this analysis that the contemporary 
forms and scale of the overseas expansion of U.S. capital are evidence 
of an intensification of the parasitism of the capitalist system in general, 
and of American capitalism in particular. The deepening of the general 
crisis of capitalism is exacerbating the contradictions of modern capi- 
talist production, and the whole system of international relations of the 
capitalist world economy, as never before. 

The apologists of capitalism are specially angered by the fact that 
some American businessmen are looking for ways to co-operate with 
socialist countries, and expressing a readiness to establish and develop 
various model forms of economic and scientific and technical links 
with the world of socialism. In spite of the American Administration's 
countermeasures, many West European countries are convinced of the 
salutary character of detente for the development of co-operation on a 
stable, mutually beneficial foundation. 

The Soviet Union's West European partners do not follow the lead 
of U.S. aggressive circles in many respects. Business circles in Western 
Europe, moreover, have repeatedly taken their own initiative to further 
an extension of economic co-operation with the Soviet Union. Even 
those who swallowed the American bait have been forced since to 
recognise that sanctions did not work against the Soviet Union. The 

01 Economic Report of the President Transmitted to the Congress, January 1981 
(U.S. Govt. Printing Office, Washington, D.C., 1981), p 195. 
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discriminatory policy of the present U.S. Administration, aimed at 
disrupting economic co-operalion of countries with different social 
systems, is doomed to inevitable failure 

Tt is not out of place to recall Lenin's words apropos problems of 
the development of Soviet Russia's co-operation with he West in the 
first years after the October Revolution. He posed the matter as o low 

VYhy are they acting against their own inclinations and i n c on I ia d i c U ori 

And he drew the following very important conclusion- 

9 "«J hat 0U F cal ^dations, made on a grand scale," are more correct 

S«rt« I, .3"" , VI V made a starl > ami we must now exert all our 

£ t ,ntlnUe th,s development without interruption. We must make U 
our primary concern, giving it all our attention.'" 

? S editions are different, of course, from those of GO years 
ago although now, too, reaction is ready, as we know, to write off all 

i Trt lh f r Xpen f ,° f tho S0Viet Union and its P ol %- But broad 

f^ ta ^ thc n P ubIjc MT and business circles in developed capitalist coun- 
ne especially m Western Europe, now have a belter idea of the pos- 
W« * developing relations with the Soviet Union. They have 

before them the solid experience already gathered 

of ihl r" 1 . A ? r 0P ° V S ! id in r h l S S ?f ech at m November (1982) Plenum 
ot the Central Committee of the CPSU: 

From the early days of Soviet rule, our state lias invariably voiced its willing 
SElSf SS h Wt ™th all countries which SffirtSKSt 

procity. Differences in Social systems should not hinder ffi-SSl hex 
not where there is goodwill on both sides," ,,U(1 ~ do 

* * * 

lflL??f? V ?i i0 . D ° f the C0 i tr * dictions of modem capitalism is being 
reflected both in an intensification of the parasitic character of capi? 
ta ism which is switching an ever greater part of the wealth created 

£h™? ng r° Ple l v° un P roduclive ends (the arms race, military 
adventures), and in a sharpening of the contradictions be ween the 
S2. im ^f countries and monopolistic associations in the 
profits ma ' SP ^ ° f a PP Iication of capital, and ever greater 



e^^%^ltm^^ Congress 01 Sovicts - Decembcr 23 - 28 ' tm - 

63 Ibid., p 154. 

ing nM^XM Is t0 Preserve Peace (Novosti Prc " Agency Pubiish - 
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U.S. FOREIGN ECONOMIC EXPANSION BEFORE 
WORLD WAR I AND THE ROLE OF CAPITAL EXPORTS 



§1. American expansion before World War 1 

As with the other big capitalist countries the nineteenth century 
was one of hectic economic development for the United States of America. 
The discoveries and inventions of the eighteenth century, and the 
industrial revolution in Great Britain, gave a powerful impulse to 
the spread of the new technical advances in industry, navigation, 
and other fields of economic activity of many countries. As Karl Marx 
wrote in Capital: 

Modern Industry had therefore itself to take in hand the machine, its 
characteristic instrument of production, and to construct machines by ma- 
chines. It was not till it did this, that it huilt up for itself a fitting technical 
foundation, and stood on its own feet. Machinery, simultaneously with 
the increasing use of it, in the first decades of this century, appropriated, by 
degrees, the fabrication of machines proper. 1 

The development of commerce and economic ties between countries 
thai followed the Napoleonic wars, which were accompanied with a 
blockade of Continental Europe and disruption of the ties previously 
existing among countries, could not help affecting the New World. The 
latest technical improvements and inventions of the I ime were gradually 
introduced into U.S. industry, which of l on found broader application 

on the American continent than in Europe. 

Hence, [Marx wrote], the invention now-a-days of machines in England 
that are employed only in North America. 2 

And as if answering future apologists for 'American exceplionalness', 

he noted that this had happened before: 

just as in the sixteenth and seventeenth centuries, machines were invented 
in Germany to be used only in Holland, and just as many a French invention 
of the eighteenth century was exploited in England alone. 3 

He gave the following economic explanation of this paradox: 

In the older countries, machinery, when employed in some branches of 
industry, creates such a redundancy of labour in other branches that in these 
latter the fall of wages below the value of labour-power impedes the use of 
machinery, and, from the standpoint of the capitalist, whose profit comes, not 
from a diminution of the labour employed, hut of the labour paid for, renders 
that use superfluous and often impossible. 4 

For the USA it was a period when colonisation was still taking place, 
i.e. the settlement and economic development of the vast central and 
especially western areas between the Mississippi and the Pacific Coast 
with all the consequences stemming from that for the labour and capital 



1 Karl Marx. Capital, Vol. I (Progress Publishers, Moscow, 1974), p 363. 

2 Ibid., p 371. 
:1 Ibid. 

4 Ibid. 



39 



employe! by American impcrialis, n " oe , » I f "F?*^*" mP,hods 
period of the mWXaffX St^ "** ° f the 

continental homeland was one" foreS ire ri , ■ .!.* ? n . w « ,,e American 
States territory as a result of di/SSsr ami waV ™ d ' hat " bfcarae musi 

* tatffi ggg SmS«B«» teSl the WOTdS ° f 

William Z. Foster, as an "ppralfa] ^ of the USA, 

■pTjmS J&JteESaEfs St, 4 * 4 **"* »a wo,-!,, 

oapitalists w t .,„ like raven • • ne er , before seen lll<? lite. The 
vast bulk of,he SMS «*1 SSlffSKSg i"** * "™ «* 

had been ^5S^^^^a»W«to- While there 
ones and building firms) omn ovino QW , (mS1 ? ly «'>«ple 

252.000 enterprises Tv im ^i I S^* 9 * 8 ' 8 ' tl i ere wei * »'™°y 

5.306,000 workcra.'Tlm ^htnmfmh^ f f ° ° lolal of 

increase in the average r,nM a P art . there was an 

prise. 8 Umbei of w a g e-earne,s employed per enter- 

coal 1 ^ '1^'^^ P-t'cularly rapidiy. vI ,. 

sleel was as follows: none In 1 860- fi'l QttT I *t P<,Mod .- ? e smoltin K of 

SS is := is gH ; S""»" 

tonnes.* Output of oi uL , 11 1C f 1,ed ^WOOQ long 
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at $4,263 million, of Germany at $3,357 million, and of France af 
$2,900 million. The value of U.S. manufactures had increased roughly 
seven times over by that lime, compared with I860. 

This rapid growth of U.S. industry, and of American capitalism as 
a whole, was due to a number of favourable conditions. There was a 
vast amount of free land, and an absence of survivals of feudalism 
which facilitated economic development. The development of capitalist 
relations thus did not encounter serious restricting factors in the USA, 
in contrast to many European countries with strong survivals of feudal 
relations and landed proprietorship. Capitalist industry grew rapidly, 
the concentration of production increased, and the formation of mo- 
nopolies began. 

In 1904 there were 1900 very big firms in the USA with a production 
worth $1 million or more (out of 216.180. or 0.9 per cent), which em- 
ployed 1,400,000 workers (out of 5.500,000, or 25.6 per cent) and had 
a total production of $5.6 billion (out of $14.8 billion, or 38 per cent) 
Five years later, in 1909, the corresponding figures were: 3,060 firms 
(out of 264,491; 1.1 per cent); t wo million workers (out of 6,600.000; 
30.5 per cent); $9 billion of production (out of $20.7 billion; 40.8 per 
ccnl). 0 Lenin made the following important comment in connection 
with these figures: 

Almost half the total production of all the enterprises of the country was 
carried on by one-hundredth part of these enterprises! These 3.000 giant enter- 
prises embrace 258 brandies of industry. From this it can he seen that, at 
a certain stage of its development, concentration itself, as it were, leads stsniphl 
to monopoly. 30 * 

Lenin called this transformation of competition into monopoly 
'one of the most important— if not the most important —phenomena of 
modern capitalist economy'. 11 

In his Notebooks on Imperialism Lenin made extracts from Paul 
Tafel's book The North American Trusts and Their Impact on Technical 
Progress. 12 He made a note that trusts began to form about the 1880s. 

Examples from various industries indicate what great significance 
was attached to the technical equipping of production. The shareholders 
ot the Leather Trust, for example, blamed their hoard of directors for 
its doing badly, because it had neglected the technical equipment of the 
tanneries. At the same time the technical policy of the Harvester Trust 
was praised because it spared no expense on equipment, which enabled 
it 'to reduce production costs and thereby raise competitive power'. 13 
The Tobacco Trust had gone furthest, having devoted all its efforts to 
the universal substitution of mechanical for manual labour'. 



ington^D "? "wi'l)* p *202 *** VniU * States - 1912 < U - S - Govt - Minting Office, W ash- 

i- u 10 V ,". 1 " Lenin - Imperialism, the Highest Stage of Capitalism (Progress Pub- 
lishers. Moscow, 1982), p 17. , , K 
11 Ibid. 

c i ,« f aU i T , afel - Die Nord °-nterikanischen Trusts und ihre Wirkungen auf den Fort- 
schritt der Technik (Wittwer. Stuttgart, 1913). 

nn t™*- 6 ?- by i™™J?«teUrmdschau, 19l0.Jp 902. See Lenin's Notebooks 
on Imperialism. Collected Works, Vol. 39, p 113. 
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,lo J. w.! hiS eild J" ? eW L ! ha f ***** U P ail V&Umts thal hfi^e anything l0 
rnn u ' W^tura ol ^Iwcgo and has .pent enormous sums for this 

u til UUM- > 

Lenin noted in his conspectus that other trusts (besides those named) 
actively stimulated technical progress, in particular by employing 
engineers to develop technique. ° 

He gave a profound, exact explanation of this policy 

Besides competition, the bad financial circumstances of the majority of 

l^Lt* m W-nptt'titotton (N.B.)) are a stimulus to technical 

As an example he adduced facts about the vast speculative watering of 
stock, The Steel Trust, with a capital around $4 billion, which con- 
stituted one-seventh of the total national property', had issued three 
new shares for each old one. 'Interest has to be "earned" on this triple 
capital!!!, he exclaimed, and cited another example. The capital of 
the railways was $13$ billion of which 'about 8.000 million is fictitious 
capital!!'. 1 ' 

The rapid growth of industry in the USA went hand in hand with its 
just as rapid concentration, especially at the end of the nineteenth 
century. According to the U.S. Census of 1900, the 185 trusts that had 
arisen in the last years of the century concentrated $3 bill ion of capital 
in their hands and controlled a third of the country's production re- 
sources. 18 According to facts cited by the American' economist Ernest 
Bogart, and others given in The World Almanac for 1928, 18 the average 
capital invested in a steelworks rose by a factor of 4 i over the 50 years 
between 1850 and 1900, outstripping the growth in number of enter- 
prises average number of workers per plant, and average value of out- 
put in 190/ the number of trusts had risen to 250. and "their capital to 
$7 billion. 20 1 

The building of railways, which arose one after the other, was clo«elv 
connected with the rapid growth of industry, especiallv of the steel 
industry Railway construction presented an ever-growing market for 
steel and so created an additional stimulus for growth of the steel 
industry. The growth of industry in turn inevitably made increasing 
demands on railway transport, as the need arose to carry increasing 
freights. J 5 

In Lenin's opinion, the railways, moreover, were in a stale of dis- 
order; one authority called them 'anarchic, uneconomic, cumbersome, 



IndZrTm S y S/ r "^ff %fi 6 C °'T T ° ner ° } Cor P°^on S on the Tobacco 
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i6 X,J Leni "' Notebo °k s 0n Imperialism. Op. cit., p 114. 
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unscientific, unworthy of the genius of the American people'. 21 Remark- 
ing that 'the technical condition of the American railways has deterio- 
rated; they lag behind Europe', he noted that, freight rates had risen 22 
That, of course, promoted further enrichment of the railway monopolies 
and provided the conditions for subsequent technical re-equippine of 
the railways. 

The period of hectic development of the U.S. economy brought many 
American industrialists and bankers huge profits. The bi<™ es t tycoons 
like the banker J P. Morgan, the oil king John D. Rockefeller, the 
railway king Cornelius Vanderbilt and Andrew Carnegie, the steel king 
made tens of millions of dollars. William Z. Foster aptlv called it 
an orgy of free enterprise'", 23 and cited the following appraisal of its 
class essence: 

A huge barbecue was spread to which all presumably were invited. Not 
?n™f < i £U, u 1,U: . 0 { 15 P 1CU0 ^ Persons, those who were at home on the 
S/n *7\ i U1 t e m « U f ai i d ° ,fices ' wore overlooked'; a good many indeed 
out of Die total number of the American people. Rut all the important persons 
leading bankers and industrialists, received invitations. There wasn't room 
did least " were P resumod t0 represent the whole. It was a splen- 

The following extract from the work of Eugen von Philippovich in 
Lenin s Notebooks on Imperialism is notable as a description of the 
monopolisation of the U.S. economy at that time: 

hau v m \ lHl ? tate - (1 , 9 i 2 ) -7 5 0 ow * ers or Presidents of firms (18 banks) 
held , 4 6 duectorships m l 3 4 corporations With a total capital of 25,325 mil' 

Sal < wealtf ^a™ '* ^ hu ^ 1 '" 'This could he a third of the American na- 
When we speak of the U.S. economy of that period, we need to stress 
tnat it was already developing then in a situation of acute contradictions 
m which the immanent laws of the capitalist mode of production were 
manifested. The increasing growth rates of industry, which wore par- 
ticularly accelerating at tho end of the century, could not help leading 
to periodic economic crises (and did), which were acquiring an increas- 
ingly acute character. The crises inevitably caused unemployment a 
sharpening of class antagonisms, and intensification of class struggle 
live whole burden of the crises fell on America's working people. 

Introduction of the sweating system and various means of restricting 
the workers right to resist mounting exploitation intensified their 
oppression. Their position was also aggravated by the competition of 
the cheap labour of immigrants, whose influx from Europe and other 
parts of the world was increasing annually. 



Op. c 2 L, Ci p e il5 y TafeL ° P ' dt " P G3 ' SCC Lenin ' S Notebooks on Imperialism, 
alism" Op^cul p ei ii n 5) fl '° m ^ Tafd ' 0p ' PP 62 ' 63 (Notebooks on Imperi- 

2 % Z : foster Outline Political History of the Americas, p 233. 
mo™ I n h ' 0n \\- L - Parrington. Main Currents in American Thought Vol 3 
(Harcourt, Brace* Co.. New York, 1930), p 23 in W. Z. Foster. Op. X pp 232- 

A , 25 ^! ni I l? te ? Srom Eu £ en von Philippovich. Monopole und Morion oloolitik 
iltSlFi t e ? eSchic l lte des Sozialismus und der Arbeit^ew g gunl ilU P G-i&- 
174 in Notebooks on Imperialism, Op. at., p 752. ' 
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Hulherinore, whereas American workers thrown out of production 
during crises had been used to 'seek their fortune* in the western area'; 
(for example, in the first half and middle of the century), especially 
in California (drawn by its goldfields and legends of easv money), now 
that drain had lost its significance. As the •colonisation' of California 
proceeded it lost its attractive force. Individual slick businessmen got 
great wealth there, but it no longer promised people who had lost their 
jobs anything more than what they could expect in New York, Penn- 
sylvania, Ohio, or other industrial cities and states in the east of the 
country. 

At the end of the century, especially in the 80s and 90s. the USA 
was a country of developed capitalism with a huge concentration of 
capital in the hands of trusts and syndicates. The time was already past 
when America attracted idealistic reformers from Europe like Robert 
Uwen who was trying to find a practical realisation of his Utopian proj- 
ects of social reconstruction overseas. The easy-money seekers in the 
Caliiornian goldhelds, like the seekers after 'social justice' in the land of 
Washington and Lincoln, each in his own way came up against the 
harsh reality of capitalism in the New World. Before them opened up a 
land of unparalleled social contrasts, a land of unemployment and 
poverty of millions of people, a land of smart adventurers who were 
gelling their hands on immense Wealth compared with which the trea- 
sures of the oldest ruling dynasties of Europe seemed babies' baubles- it 
was a country with millions upon millions of while and black slaves 
I he UbA had ceased to be 'the promised land*. 

Karl Marx wrote as follows in Capital about the methods by which 
the American capitalists got their wealth: 

14th century to the end of the l/th century, lues to impose by State-measures 
on a.luti labourers, approximately coincides with the shortening of the workW- 
day, which in the second half of the 19th Century, has here and there 

fe^SSf^^A*^? 48 t0 • ,,reV,,m lh " coining of children's blood 
nto capital, that which today, e.g.. in the State of Massachusetts, until recent- 

ftaiUtory limit of the labour of children under 12. was in England, even in 
the middle o the 17th century, the normal Working-day of able-bodied art? 
sans, rob ust labourers, athletic blacksmiths. 98 

26 Karl Marx. Op . cit. , p 258. In a footnote to this passage Marx rave the follow- 

SS SKKm? fro ? * '• tatl,tos ° r \ arioua ***** i No p ch«ii midS vS of 

32 H«v r ESmPI l" manufacturing establishment more than 10 hours in 
one day General Statutes ot Massachusetts, G3. V.h. 12. (The various Statutes were 
passed between 1836 and 1858.) 'Labour performed du r S 7SSSS of W 

Ztol^; £ f C m °"- T^TO Pf A * las8 < 0« factor e or in mann- 
ed h!t Wo 1 i. and h ****i ?ha11 be a legal day's labour. And be itenaet- 

o work Vnrl tf n r .S°i In ' n ° r eng T d m an . y fact ^y shall be holden or required 
no m nn^i I h h W k m *T or 60 hourS in Week? and that hereafter 
MSA"^ S??* 1 ^ a T Worker under the age of 10 years in any factory 

n I " {fSi^'ai^ °t SE?*** An Act ,0 hsni{ the honra of labour, § 1 
•m 8th fS* 1851) u f t minor who stained the age of 12 years, 

in, > r Zi 5f if* 15 years ' • Ch; ' 11 * employed in any manufacturing establish 
a r SVRSSS V 2 '' U!y ?"c e day ' no r before 5 o'clock in the morning, nor 

|*23 ",v ?S'??-h < Revis edStat«tos of the State of Rhode Island, Chfl39, 

fofiriW ^JS? 0 ^F 1 ™** 10 ** laws - hypocritically proclaiming concern 
lor minors, in fact sanctioned broad, rapacious application of child labour 



44 



The 'coining of children's blood into capital', as Marx precisely de- 
scribed the inhuman essence of capitalism in general, was characteristic 
in particular of North American capitalism. It was the capital accumu- 
lated by such methods that was subsequently poured abroad for the 
further enrichment of the American capitalist class and the new mil- 
lionaires and billionaires emerging from ruthless exploitation of the 
working people. 

A hard life awaited the hundreds of thousands and millions of people 
who emigrated to America from Europe and other countries to save 
themselves from land hunger, want, and police persecution. In their 
study of American imperialism Scott Nearing and Joseph Freeman aptly 
called this emigration "human contributions', contributions for which 
the United Stales paid nobody anything. 

Between 1870 and 11*00, 10.7 millions of immigrants came to the United 
Slates from Europe... These immigrants, mostly adults, were raised and trained 
at European expense, and then, in the prime of life, they came to the United 
States and spent their energies in building American industry. 27 
Karl Marx, when analysing the rapid development of capitalism in 
the USA, and the consequences that flowed from it for the working 
people, wrote: 

The people will try in vain to get rid of the monopolising power and the (as 
tar ;is the immediate happiness of the masses is concerned) baneful influence 
ot the great companies swaying industry, commerce, property in land, rail- 
roads, finance- at an always accelerated rate since the outbreak of the Civil 
War.*™ 

The rapid growth of industry, transport, and agriculture attracted 
foreign capital to the USA. The high profits in industry, and the reve- 
nues (unheard-of at that time) from investment in the building and 
running of railways, led to the shares of firms and companies that owned 
land adjoining the main trunk-lines swelling prodigiously. As W. Z. Fos- 
ter aptly put it; 

The capitalists fought among themselves like famished tigers over their 
rich prey— the industries and resources and people of the United States. They 
ruthlessly stole railroads from one another, thev recklessly set armed gangs 
at destroying each other's oil plants; they flooded the public with watered 
stock; they bought and sold legislators 'like fish in a barrel'. 28 
The rapacious methods of enrichment evoked a flood of tearful ad- 
monitions from certain middle class authors, and reproaches to those 
who employed 'impermissible' methods and broke the rules of 'honest 
competition'. 

Ridiculing those who considered this practice 'shocking' Lenin 
-wrote in Imperialism, the Highest Stage of Capitalism: 

American ethics", which the European professors and well-meaning bourgeois 
so hypocritically deplore, have, in the age of finance capital, become the 
ethics ot literally every large city in any country. 29 

Huge profits were made by the founders of' any kind of company, in 
particular t hose for building transcontinental railways, which brought. 

27 Scott Nearing and Joseph Freeman. Dollar Diplomacy. A Study in American 
Imperialism (B. W. Huebsch, New York, 1925), p 3. 

/r ,. 2,fl Marx an N.F. Danielson in Petersburg. Marx, Engels. Werke, Vol.34 
(Diclz Verlag, Berlin, 19tif>), p 359. 

28 W, Z. Foster. Op. cit., p 233. 

28 V. I. Lenin. Imperialism, the Highest Stage of Capitalism, p 55. 
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in ever bigger profits as the West was opened up economically and 
drawn into the general economic circulation of the country 

Karl Marx, noting the growth ol social contrasts (the wealth of the 

miZnf f lkk bUSineS r Cn at ° ne P0lD 9nd thc P° vert y Of the 

W i? • M ^ aa ^ Population, which was systematically rein- 
forced by immigration, at Ihe other), wrote: 

£L2? P° e the ?»W<WiS and ceaseless stream of men. year after vear 

umieu awes, tne wave ot immigration from Europe throwing men on tht> 

* hZ™ it ir im r < b r,i h ' r m - of «Wra*S"S *» 

wasa mem away. On the other hand, the American Civil War brninrht in it • 

tlSW na l i0naI **9» and ' with iL - of taxes th o f the 

vilest financial aristocracy, the squandering of a Huge part of he riVl llr 1 W 

SfcJfiS ,lal,ve /°«lP I a « i ^ &? ^ exploitation of^ail v i c 
hr ef, the most rapid centralisation of capital. The great public ha- there 
fore ceased to he the promised land for emigrant labourers f» ' ' ° 
The figures cited by Michael Mulhall in his Industries and Wealth 
oj Nations show in particular how rapidly young American imperial! m 
not only gained strength within the country hut also entered the in- 

tSSSTS? I 31611 " a L a r Mg ***** Power.^ The national wealth of the 
Ln ted States in 1895 was already valued at 38.5 per cent more than 
that of Great Britain (see Table 2.1). Three-quarters of it was concen 

— " of the US ?W fl T S hftt Wl ' a ' a l0Vel th6 -^-triauS- 
opment. of the USA had reached overtaking such an old capitalist 

SS? -f ^Britain, and far outstripping France, Germany and 
Russia, its superiority being marked in all sectors of the economy 

J he American monopolies were already trying then to consolidate 
their economic superiority by political means. 

Ihe domestic economic, processes taking place within the USA and 

S^ft? r^T,? 3 r ? Pid ^dopment of capitalism in industry and 
agriculture and (lie political conditions linked with it. had already 
reached such a level at the end of the century that American capitalism 
had begun more and more to turn its gaze abroad. The following excerp 

n^f P ? 1 chb T Senal0rl , Icnry Cabot W*> on 7 January 190 S 
S-ing fgg***"^ Am^Cafi imperialism was 

We occupy a great position economically. We are marchinrr nn t„ <=t;n . 
er one. You may impede it. you may Xek iL%^^XX^ 
of economic forces, you cannot stop the advance of the o3 States The 
American people and the economic forces which underlie a la re carrvVnir 
forward to the economic supremacy of the world* calling us 

That quite frankly expressed the expansionism of American imperialism. 

It is not without interest to note that, this speech was made bv the 
same Senator Lodge who led the opposition to pLident \"lson i t e 
Thp'mA H?l ^ 'he Ireaty of Versailles. Wilson lost and Lodge won 
o ? thi tit not. ratify the Treaty. Rut Lodge's isolationist platform 

on mnttP fnLt ** frorn taki *g «* extremist position 

on matters of the overseas expansion of American capital. 

II g&j Marx. Capital, Vol. I. pp 723-724. 

London 1896)! pdl^ ****** ° 7 damans, Green, 

32 Cited from W. Z. Foster. Op. df», p 232. 
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Table 2.1 

Size and Structure of the National Wealth 
of Selected Countries, 1895 
(£ million) 



Country 


Farms 


Railways 


Houses 


Mer- 
chandise 


Sundries 


Total 


United Kingdom 

France 

Germany 

Russia 

Austria 

Italy 

Spain 

Danuhian states 

Belgium 

Netherlands 

Sweden & Norway 

Denmark 

Switzerland 

Portugal 

Greece 


2.077 
3,093 
2,508 
2,710 
1,797 
1 ,399 
1,212 
508 
354 
295 
278 
254 
172 
164 
109 


985 
663 
555 
349 
371 
184 
108 
36 
75 
46 
40 
14 
44 
23 
6 


2,490 
2,159 
1,755 
1,019 
719 
503 
280 
136 
175 
178 
152 
69 
91 
/ / 
31 


805 
601 
677 
515 
367 
223 
148 
83 
118 
104 
80 
37 
49 
32 
15 


5,449 
3,174 
2,557 
1.832 
1,258 
851 
632 
263 
266 
257 
240 
132 
136 
115 
61 


11,806 
9,690 
8,052 
6,425 
4,512 
3,160 
2,380 
1 ,026 
988 
880 
790 
506 
492 
411 
22? 


Europe 
United States 
Australia 
Canada 
Argentina 


16,930 
4,142 
392 
305 
198 


3,499 
2,260 
139 
186 

88 


9,834 
4,446 
174 
145 
107 


3,854 
1,563 

88 
103 

53 


17,223 
3,936 
283 
264 
170 


51,340 
16,350 
1,076 
i ,003 
616 


Total 


21,967 


6,172 


14,706 


5,661 


21,879 


70,385 



Source: g. ©. Mulhall. Industries and Wealth of Xationx (Longmans, Green, London. 



Even earlier, incidentally, in her pre-imperialist period of develop- 
ment, the USA resorted more and more to acts of foreign expansion and 
its imperialist consummation, viz., direct aggression against other 
countries. In the first quarter of the nineteenth century she openly 
demanded that the American continent he regarded as a U.S. sphere of 
influence, putting this demand in the form of the 'Monroe Doctrine' 
(1823), and motivating it, just as the present bosses of Wall Street do, 
on the need to 'defend' the American continent against outside danger. 
In the middle of the century this found expression in thc Perry expe- 
dition, the notorious 'opening' of Japan, which had long attracted 
American capital as a market for merchandise. 

Up to the ond of the century American expansion was directed main- 
ly against the countries of Latin America, under the banner, in partic- 
ular, of implementing the 'Monroe Doctrine'. The USA was striving 
then to get its hands rapidly on territories that had not been seized 
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by the oilier big capitalist countries. Although colonisation of the 
West had been completed, and the main railway lines, connecting these 
lands wit h the rest of the country had been built, and the railway specula- 
tion that had made colossal fortunes for the tycoons was over, American 
capital still had very profitable conditions for its application within 
the country, conditions unequalled in other countries. 

In his list of 'Chief Crises in the International Policv of the Great 
Powers After 1370-71* in his Notebooks on Imperialism, Lenin mentioned 
he USA first in 1889. and named her in six of the 14 crises he listed 
between then and 1914 as follows: 

1889: Seizure of Samoa islands (jointly by Britain, Germany and 
the USA). 

1898: Spanish-American war. (Cuba and Philippines plundered.) 

1899: 'Friction' between Germany, Britain and the USA over 
Samoa. Threats of war. Conflict. Treaty 'partitioning' the 
islands, November 14, 1899. 

1900: All the powers join to strangle China: Germany -f Russia -f 
USA — Japan -|- Britain + Prance. 

1908: U.S. -Japanese treaty (November 28) guaranteeing their 
Pacific 'possessions' . 

1911: Anglo-Japanese treaty (Britain to be neutral in a war be- 
tween Japan and the USA). 3 * 

The so-called purchase of Alaska (18(57) from the czarist government 
of Russia by no means merits last place in the territorial expansion of 
U.S. capitalism during the nineteenth century. That deal demonstrated 
czansm's contempt for Russia's national interests. Alaska was acquired 
by the United States for the ridiculously low sum of $7.2 million. 

As a result of American capitalism's open territorial expansion, the 
USA proved to be the possessor of six colonies at the end of the century 
with an area of roughly 442, 000 square kilometres, and a population 
around ten million. M Her imperialistic acquisitions, it is true, were 
much smaller than the territorial grabbing of countries like Great 
Britain and France, but American imperialism was straining to make 
up for what it had missed and to get its hands on what 'lay in temp- 
tation sway', without stopping at the use of armed force. Mark Twain 
wittily expressed the public indignation of the democratic masses of the 
ISA when he declared that 'we can have just our usual flag, with the 
white stripes painted black and the stars replaced by the skull and 
crossbones'. 35 

By the end of the nineteenth century the United States had thus 
been converted into a power possessing a number of colonies and depen- 
dent territories. The development of a broad expansion of capital was on 
the agenda. 



3:1 V. I. Lenin. Collected Works, Vol. 39. p 687. 

* Gwrge Marion Bases & Empire. A Chart of American Expansion (George 
Marion. New York, 1948), p 161. K v ° 

p 21" M<irk Twai " on the Damned Human Bace (Hill & Wang, New York, 1963), 
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§2. Main directions of U.S. capital exports before 
World War I 

The broad economic expansion following on territorial expansion found 
expression not only in the introduction of American capital into the 
colonies or territories under de facto American control, like Cuba, but 
also in economic expansion in other countries, a hove all Canada and the 
continental countries of Latin America. 

As is well known, the USA was a debtor-country before World 
War I. Millions of dollars of foreign capital had flowed into its economy, 
especially into industry and railways, in tho form of loans, credits, and 
direct foreign investment. Several big capitalist countries, especially 
Britain, France, and Germany, invested considerable capital in the 
American economy in the drive for high profits. The export of capital 
characteristic of imperialism also began to be manifested more and 
more in the USA itself. 

The dynamics of the U.S. import and export of capital, and of its 
foreign indebtedness before World War I will be seen from the figures 
in Tables 2.2 and 2.3. Foreign capital came to the U.S. both from 
private sources and in the form of government loans. According to tho 
official data (see Table 2.3), tho net foreign indebtedness (including 
direct foreign investments) roso gradually from 1789 and was more than 
$1.9 billion in 1876. The subsequent development of American industry 
reduced her foreign dobl to $1,543 million in 1881, but rapid railway 
building led to an increase of net U.S. liabilities to $3,328 million in 
1896, mainly through diroct foreign investments into railways. As is 



Table 2.2 



U.S. Investments Abroad and Foreign Investments in the USA before 
World War I (1843-1914) 

($ billion) 



U. S. Investments Abroad 



Private 



Long-term 



Foreign Investments in the USA 



Long-term 



Short-term 



U. S. 
Pri- Gov- 
vate em- 
inent 



obliga- 
tions 



1843 
1869 
1897 
19)8 
1914* 



0.05 

0.1 

0.7 

2.5 

5.0 



0.1 
0.7 
2.5 
3.5 



0.7 
2.5 
3.5 



0.6 
1.6 
2.7 



0.1 

0.9 
0.8 



1.! 



0.2 
1.5 
3.4 
6.4 
7.2 



1.4 
3.1 
6.4 
6.7 



1.3 



5.4 



0.2 
0.3 

0.5 



0.5 



* At 30 June 1914; including the U.S. gold reserve. 

Source: Historical Statistics of the United Stales. Colonial Times to 1970, Part 2 (US 
Govt. Printing Office, Washington, D.C., 1975), p 869. 
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Table 2.3 



U.S. Net Foreign Indebtedness, 1789-1900 

($ million) 
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■< 


(H 


B 


& 

rJ 


a 
<i 


178£ 


60 


180: 


77 


1817 


I 

10S 


1831 




1845 


209 




384 


1 O / K. 


1 , /&S 


A COT 

lob/ 


2,211 


179C 


61 


180^ 


65 


1818 


104 


1832 


96 


1846 


208 


186C 


Ol 1 


iO /-4 


•1 Q/. / 


1888 


2,498 


1791 


69 


180£ 


75 


1819 


89 


1833 


110 


1847 


189,1861 


480 


f&7 r 




A QQf\ 


2,700 


1792 


77 


180fc 


82 


1820 


88 


1834 


129 


1848 


191 11862 


480 


1£7< 


A Q r i'A 

i ,yoo 


< con 


2,894 


1793 


75 


1807 


87 


1821 


s: j 


1835 


159 


1849 


188 


1863 


H.VO 


101 1 


A Qna 
1 ,oib 


1891 


3,030 


1794 


66 


1808 


104 


1822 


91 


1836 


218 


1850 


217! 


1864 


eo4 




1 , / 14 


A cnn 

loyj 


3,071 


1795 


79 


1809 


92 


1823 


89 


1837 


240 


1851 


223| 


1865 


663 


1879 


1,554 


1893 


3,217 


1796 


83 


1810 


85 


1824 


88 


1838 


243 


1852 


239, 


866 


758 1 


1880 


1,584 


1894 


3,151 


1797 


94 


1811 


50 


1825 


81 


1839 


292 


1853 


295 


1867 


903 1 


1881 


1,543 


1895 


3,288 


17S8 


96 


1812 


71 


1826 


84 


1840 


261 


1854 


33711868 


976 1 


1882 


1,653 


1896 


3,328 


1799 


81 


1813 


56 


827 


74 


1841 


257 


1855 1 


352 1869 


1,152 


1883 


1,704 


1897 


3,305 


1800 


83 


1814 


65 1 


828 


85 


1842 


239 


1856 ! 


3641870 


1,252 


1884 


1,809 


1898 


3,026- 


1801 


81 


1815 


80 1 


829 


83 


1843 


217 


1857 


381 11871 1,353 


885 


1,843 


1899 


2,797 


1802 


74 


1816 


1181 


830 


75 


1844 


213 


1858 


358:1872 


1,595 • 


886 


1,980 


1900 


2,501 



Source: Historical Sta Iteiic, of the United Stale,. Colonml Time, to 1970 Part 2 
(U.S. Govt. Printing office, Washington, D.C., 197r>), p 8C9. ' 



seen from the Table the rates of flow of foreign investment slowed some- 
what in the years following. 

w !5?w Ch T ar f teriS, '? S th ? movement of capital before 

World War I, Lenin showed that the USA had no equal as a sphere for 

fo,t^ (M ?i B l? l ? h 078,000 (out of a total of 

io ,191 .,836,000), which was nearly a half of the total of all investments 
in British colonies and was much more than the total in foreign coun- 
tries, including the USA. German capital abroad in 1904 (outside 
Europe) exclusive of securities, was 9,225 million marks, of which the 
U S and Canada accounted for 3,000 million marks. To that should be 
added the total of German capital abroad in securities (1897-1906^ 
which was 21,909 700,000 marks, of which 4,945,800,000 marks were 
invested in the United States. The share of French capital was more 
modest: Otoe bUhon francs were placed in the United Slates and Canada 
(out of a total of 35.5 billion francs of French capital abroad) 36 

While the USA was attracting capital to its developing industry 
and agriculture, she was at the same time resorting to export of capital 



nv-Jl S t e Lcn 7' s Notebooks on Imperialism. Op. cit., pp 286-290. Lenin took his 

rtl pJf • 2) '. p , p T 228 " 229 ' who ln turn t00k f«>m George Paish's paper 
Great Britain's GamtafjnvestmefitS in Individual Colonial and Foreign Co uSries 
in the Journal of the Royal Statistical Society, 1910-11, 74, 2"186 ^ ounir, es 



50 



and use of various levers of economic expansion in relation to other 
countries. According to the data adduced by R. W. Dunn in his book 
on U.S. foreign investments, 37 the total of American investments 
abroad, including holdings of securities and of the obligations of other 
governments, came to $500 million in 1899 ($185 million in Mexico, 
|150 million in Canada, £50 million in Cuba, $55 million in other 
Latin American countries, $10 million in Europe, $5 million in China 
and Japan, and $45 million in insurance companies in Russia and certain 
other countries). In 1899 foreign investments in the USA thus still 
exceeded American investments in other countries by $2.8 billion. 

The position changed noticeably in the first decade of the twentieth 
century. A process of replacing foreign capital began, especially in 
railroad companies, which had previously absorbed the bulk of foreign 
investment. Foreigners' percentage of shares in all the railroad com- 
panies fell several times over. According to the figures cited by the 
American economist B. H. Williams, most of the shares in five out of 
the nine biggest U.S. railroad companies belonged to foreigners in 
1896 s8 ; in 1905 their proportion did not exceed 20 per cent of all the 
shares issued in any of the nine railroads, and was not more than 7 per 
cent in five of them. American investments abroad also began to swell 
rapidly, their total reaching $2 billion in 1909 ($500 million in Canada, 
between £600 million and $700 million in Mexico, and $350 million in 
Europe). 39 

In some countries American capital had a leading position compared 
with that of other countries. Lenin, for example, gave the following 
figures: foreign capital in Canada in 1910 was 12,687 million francs 
(British— 9,705 million, American 2,190 million, and French 372 mil- 
lion). In Mexico total foreign investments were 3,343 million francs 
(1886-1907), of which 1,771 million were American and 1,334 million 
British. 40 

According to Scott Nearing and Joseph Freeman, American business- 
men were a common sight abroad even before 1900. American agents and 
industrialists had penetrated Mexico, Cuba, Hawaii, Canada, and other 
countries, but there was no significant export of capital abroad. Nearing 
and Freeman remarked: 

Throughout the half century that has elapsed since the organisation of the 
btandard Oil Co. (1870), the economic life of the United Slates has been expand- 
ing with extreme rapidity. 41 
In spite of the fact that the economic conditions for the application of 
capital within the United States were still more favourable than in any 



v> " w - D \ lnn - American Foreign Investments (B. W. Huebsch and the Vikins 
Press, NeAv York, 1926), p 2. 8 

U^^^Y^mUP^tT'' F ° reign P ° Ucy ° f the UniUd States < Mc - 
f; 39 U ;E\ F 'n\- T h e \ nte ^Ally Debts. An Analysis of War and Postwar Public 
&Tr % DuL 0 an df T 2 USt C ° mpany ' Now York ' 1924 >' P 30f >- Cited 

W,! 40 *? 60 Len, >' s Notebooks on imperialism. Op ext., p 288. Facts cited from Bera- 
naru Harms. Op. cit., p 373. 

41 Scott Nearing and Joseph Freeman. Op. cit., p 1. 



4* 



51 



other capitalist country U.S. capital began to seek external economic 
expansion through predatory imperialist wars. ^onoraic 

The end of the nineteenth century was marked hv the USA's oner, 
emergence as an imperialist power taking the road of territorial con- 
W and opem ^ a P eri( ^ of wars aimed at repartition of the world 
ini^l^^°^ im ^.^blished over the Hawaiian Islands 
II u V X theyjyere hnally annexed by the United States. As a 
result of the war with Spain the United States got her hands on the 
forme* Spanish possessions of the Philippines, Cuba and Puerto Rico 
Guam, and a number of other small islands in the Pacific Ocean 

lhe hypocricy with which these conquests were explained will be 
seen from the following excerpt from a speech of President McK^lev 
to a group of churchmen. Here is how he 'explained' the reason for the 
occupation of the Philippines: 

I walked the floor of the White House night after night until midnijrhf and 

irw^if*'^^ ] e 1 y ?. u », g enlI emen,°that I went down on my knees and 
prayed Almighty God for light and guidance more than one niSt 

And one night it came to me this way-I don't know how it was hut it 

JffSftS" W 5 C0 S d ? ot % ivc th ? m back t0 Spain-th VoJd be Tcowardly 
and dishonourable; 2) that we could not turn them to France or GcrZnv- 
a would be bad business and discreditable; 3) that we could not le" e I em 
o . themselves- hey wore unfit for eelf-governmcnt-and they S on 

S«S C ^i a 5 ,i * misrU } e °, vc r there worsethan Spain's was; and 4Uha *££ 
nothing left for us to do but to Lake Ihein all, and to educate the Filipi! 
no, and to uplift and civilize and Christianize them, and, hv God's 3 
dojhe very best we could by them, & our fellowmcn for Whom iSSffSl 

The unpardonable insincerity of that is obvious. As William Pomo- 
roy wrote m his study of the Philippines: 

£^ 

And it is not at all fortuitous that it was then that the USA came out 
in defence ot the open door' principle in relation to China, a principle 
that in essence meant a demand to admit the United States to the pillag- 
ing of China, ensnared as she was in a tangle of dictated treaties and 
agreements imposed on her by the powers that had taken the road of 
territorial conquest and overseas economic expansion before the USA. 

«r vfr ° r\? ° f AmoricaQ fo reign investments exceeded 
$z.o billion (see fable 2.4). 

In the middle of 1914 U.S. capital investments abroad (direct ones 
included) eameto $5 billion. On the other hand, the value of the U S 
securities held by foreigners was $7.2 billion (even $7.5 billion by other 



m n . , 9 lte l . h> W 2 l]1 T-L Pomer oy- An American Made Tragedy. Neocolonialism 
& Dictatorship m the Philippines (International Publishers New York 1974? n T 
from the Christian Advocate, 23 January 1903. ' 4) ' P 

48 Ibid. 

on Fi^^Ahf^Ln^B^ ° ! tk r U - S -\ Report t0 the Senate Committee 
on i mance b\ the National Advisory Council on International and Frnanrinl 

Problems, 80th Congress (U.S. Govt. Printing Office, Washington, 3fc., 1948). 
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Table 2.4 

American Foreign Investments before World War I (1913) 



Country and region 


$ million 


Percentage 


Country and region 


$ million 


Percentage 


Latin America 


1,300 


49.9 


Canada 


750 


28.8 


Cuba 


100 




Europe 


350 


13.4 


Mexico 


1 ,050 




China and Japan 


100 


3.8 


Central America 


50 




Philippines 


75 


2.9 


South America 


100 




Puerto Rico 


30 


1.2 








Total 


2,C05 


100.0 



Source: Harvey E. Fisk. The Inter-Ally Debts (Cankers Trust Co., New York, 1924), 
p 307. 



The total foreign investment in the USA (including both loans and 
direct investments), as we sec, exceeded American foreign assets by 
something like §2.2 billion to $2.5 billion, in spite of the tendency of 
the gap to narrow, noted at the end of the nineteenth century (trend that 
became more marked at the beginning of the twentieth century). While 
foreign investments in the USA had been six times as big as American 
ones abroad in 1899, the ratio was roughlv 2: 1 on the eve of the war in 
1914. 

This indicates thai even before lhe war the place of the U.S. economy 
on the international capital market had begun to alter substantially. 
Although the amount of foreign capital placed in the USA still con- 
timied to increase in absolute terms, its significance for the USA was 
relatively diminishing. There was a rapid growth in American exports 
of capital, which indicated that the conditions had been ripening 
before World War I for the United Stales to become a major exporter 
of capital. World War I and the stimulus it gave to American industry, 
the development of monopolies, and consolidation of their financial and 
technological basis, accelerated the conversion of the United States 
into a world creditor, entangling a number of countries, including Great 
Britain and France, which had held the lead in export of capital before 
the war, in a spider's web of debts. 

When Lenin was preparing his Imperialism, the Highest Stage of 
Capitalism, he listed the 'international banker' countries in the fol- 
lowing order: (1) France, Belgium, Holland; (2) Great Britain; (3) the 
USA and Germany. 46 As we see, the USA had already moved into a 
leading position on the international capital market at the beginning 
of this century. 

But it was not just a matter of granting loans. Industrial invest- 
ments were growing, and there was a marked interlocking of capitals, 
find division of markets with major foreign monopolies. Lenin compiled 
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S££S£° Govern °»t m J m r\ alism nt how the A ™™» 
fh. l .( G1 ^ c ) a «d Wostinghouse Electric, working together 
throngl, a quite intricate system of inter-firm links had TatS erf 

„ I Sl6 mens and Halskc-Schuckert. Tn 7907,' he noted 

'G.E.C.-U.S.A. and Canada. 

«sw^dT^%«» y ' iIolland ' 

The ■S^.w?' illustr . aUon of imperialism,' he commented." 
MiJiri T y omcr S">? SWwth of the USA as a world exporter of 
totra<l American politicians of the time to take the initiative in 
develop ng certain international standards in the sphere of credit and 

1907 Genet 1?o T° f ^ ^ Ha S ue Peace Confere ce in 
™l,r Horace Porter, the U.S. representative, moved a pro- 

fts c e Hor's t lhv!f at ' 0nS ^ StSt f in th<! event of a c °"W's breakTg 

adopts.'; a° b mlS read- W ^ *"*«*»> ««* « 

aga nst Grkt Briton 0 " SKW* « «<* mainly dieted 

%ne£»'Ia rftflyS S'^ltH re - S ? fted t0 tlxo uso of fOTCe gainst 
Venezuela (1, 02-d) in connection with a conflict over that country's 

non-fulfilment of debtor obligations. The United State" .wanted to 

avert such actions by Britain that could lead to the occ ipaMon of Lai n 

American republics, which the United States considered he™ nheie of 

influence In truth, the proposition, underlying the corresponding /o 

ven turn adopted by the Conference, also permitted S in? Son" 

in the case of a debtor State's non-fulfilment of an £Sw£S bv Z 

arbitration provided for under the Hague Convention. The US \ I ne 

to her interests, she could take measures, based on the Monroo^DocS 

had^o? EfW b ? Came thG Mg?est ex P° rter of capital she 
had not failed to employ her economic power and growing capital 
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resources invested abroad to achieve her expansionist aims not only in 
Latin America, but also in Europe, Asia, and Oceania. U.S. monopoly 
capital exploited the antagonisms between tho other big powers for 
purposes of political, economic and territorial expansion in many 
regions of the world. 



2.1. From the history of American capital's 
infiltration of Russia 

Long before World War I American capitalism was already making 
repeated attempts to exploit Russia economically, especially her Far 
Eastern areas and Siberia, for which purpose projects of various kinds 
were put forward, one after the other, to inject American capital into 
the Russian economy. 

The American monopolies, it is true, did not manage to export 
capital to Russia on a broad scale; there were several reasons for that, 
primarily because Russia, as a Great Power, was very sensitive of 
U.S. scheming in the Far East, to which American capitalism was pay- 
ing special attention in carrying out its expansionist plans in respect 
of Russian territories. 

Over a space of decades, especially in the last quarter of the nine- 
teenth century, Amorican capital's schemes were being increasingly 
concentrated on the eastern areas of Russia. The following characteristic 
facts about U.S. expansionist ambitions in respect of Russia should be 
noted, because they supplement the general picture of American im- 
perialist expansion at the end of the nineteenth century and beginning 
of the twentieth. 

In 1856, after Russia's reverse in the Crimean War, the U.S. govern- 
ment obtained the czarist government's consent for tho USA to have 
a special agent on the Amur River. One Percy Collins was appointed; 
during his journey from St. Petersburg to his post, as he wrote, he 
'was struck with the magnitude of its [Siberia'sJ natural resources'. 19 

American firms robbed the population of tho Kurile Islands for 
decades, rapaciously slaughtering valuable marine mammals, cutting 
down forests, and grossly violating tho relevant agreements concluded 
with the Russian side. The Americans endeavoured to get their hands 
on the Kurile Islands, considering them of strategic importance for their 
sweeping plans of political and economic expansion in relation to 
Russia. 

U.S. capitalists' appetite grew continuously. In the 60s American 
capital was trying to get the czarist government to agree to grant a 
concession for building a railway, and then a telegraph line, linking 
Alaska and the Amur region, but the Russian government did not 
accept this obviously expansionist plan. In the 70s and 80s, however, 
American capital continued to penetrate the economy of tho Far Eastern 
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areas ot Russia intensively by the ways open to it (the fur trade, gold 
mining etc ) American traders ruthlessly exploited the natural wealth 
^er 6 1 \^ ai i?\^ Chukotka and adjoining I 

After the USA acquired' Alaska, American capital's efforts to 

N^hl^n^ 0m . y °, f CaStCm areaS ° f Russifl SkSil markedly 
North-eastern Siberia became an object of rapacious exploitation by 
American firms. Here, for example, is what the Russian Consul- General 

SiL f, anC1 f C °f A ' wrot0 on 16 December 18S9 

S.nce the sale of our North American colonies to the U S in 1867 a rppularlv 
poaching exploitation of the coasts of loth our SS has 
torial wato. r i CanS * m3de thcmselves the complete masters of our lerri- 
His same report said further: 

»S ThG r % ul ^ puttin " tet0 the Guff of the sWo?SSe« 

iL g ilJ l , d Br ° + l Vn ' ? nf 5 n ' and hiJS 8^ ^ to barter Sd^ t here 

nni , ,tfo US DOt t h,ng . W , hann: , (i) befcaWse are corruptin" the local natiw 

A year later the Russian Minister in Washington. G. \ Katakazi 

1(3 ( ia V ain0d m0re t1ian M sea-otter pel strai se 
the L ha< * a c U be0n i"egal, rapacious hunting! 

fir J In I'^raT'* tH , ed t0 legaliS ° th0Se American 
2^ w£ f > pi : opos f d a convention to the Russian government 
on he reciprocity principle, although in the conditions then Ru^ia 
could not m act make actual use of her formal right and engage n 
fishing or sealing off the U.S. coast. It was typical that when Sd in" 
the note concerned to the Russian Minister, the U.S. Secretary of S at! 

did ?n 7 n dld it fai £ threaten t,,at if the E «ssian government 
I d not meet the w.shes of the American government, that 'would be 
the reason for long serious, and probably irreconcilable estrangement 
am disagreement between the two countries.** This demand dict^led 

slant — lu Mg AmeriCaA firmS ' hU W £SK£ 

of Irtlfl^n ° q f .^ merican capitalists, driving to exploit the wealth 
ol noitli-ea*teni Siberia, grew sharper and sharper in the years that 
ol lowed At times it ed to a considerable exacerbation o ? re at on 
between he USA and Russia, especially when the Russian governme t 

vtrT lW^vT e f SlV ° mea T CS a , gaillSt ****** entrepreneur" 
ruW i n S tho y i i rapaci 1 0l ' sly tile wealth of those parts, and 

vere ht. pH W^Uon. The American firms' persistence they 
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first and fo remost by the huge profits they were making from exploi- 
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tation of this area's natural wealth. Profits of 500, 1,000, and even 
2,000 per cent were not uncommon. 

Things got even worse; U.S. monopoly capital in the person of 
J. P.Morgan and other big Wall Street bankers began to boss the 
whole business of American expansion in the area of the Russian Far 
East. 

Lenin pointed out, when speaking of Russia at the end of the nine- 
teen tli century and the schemes of foreign capital in Russia, that 
foreign capitalists 

are flinging themselves greedily on this young country in which the government 
is more favourable and obsequious to capital than anywhere else, in which 
they find workers who are less organised and less capable of fighting back than 
in the West, and in which the workers' standard of living, and hence their 
wages, are much lower, so that the foreign capitalists are able to draw enor- 
mous profits, on a scale unparalleled in their own countries. 63 
Given the domination of monopoly capital, at a time when the 
placing of capital in Russia promised particularly high profits for 
foreign monopolists, the drive to invest in Russian industry became 
particularly strong. In 1915 the foreign capital invested in mining was 
8(58 million roubles, in metal working and engineering 362 million, and 
in oil enterprises 241.6 million roubles (between 1910 and 1914 alone). 

More than 200 million gold roubles were sent out of Russia annually 
in the form of profits on capital invested in industry and other sectors 
of the economy and as interest on loans. That in itself is adequate 
evidence of what resources were being drained from the country, to the 
profit of foreign capital. 

If many of American monopolies' plans were not realised, it was 
mainly because the czarist government was afraid of deep popular 
indignation if their sweeping demands were met. What these were can 
be seen from American finance capital's persistent efforts to get the 
building of railways in the eastern areas of Russia into its hands. 

Rig American capitalists evinced very great interest in the plan to 
build the Siberian railway, the Russian Ambassador in Washington 
reported. They put forward various projects for building it, having in 
mind the setting up of a special Trans-Alaska-Siberia' syndicate, in 
which E. H. H arriman, tho railroad tycoon, and the Morgan financial 
group would play first fiddle. The plan to form this syndicate got full 
support from Theodore Roosevelt's Administration. 

Under this project Russia was to grant the American syndicate a 
90-year lease of a strip of land 24 versts (roughly 16 miles) wide along 
the railway, 

which will constitute an area of 120,000 square versts along the whole length 
of the railway (5,000 versts). or around 138,000 square kilometres, i.e. an 



area twice as 



great as that of Belgium and Holland taken together/ 
with the right to exploit its mineral resources, which were to be put at 
the syndicate's full disposal. The conditions of the concession agree- 
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■merit also envisaged the right of the American entrepreneurs to buy other 
land, build transport and industrial enterprises throughout north-east- 
ern Russia, bring in workers and technical personnel from America, 
and even form their own armed security corps. 

Typically, the American monopolists' demands wore put to Russia 
at a very difficult time during the Russo-Japanese War. 53 As the nego- 
tiations developed the terms were not eased but on the contrary were 
made even stiffer. 

As at the end of the nineteenth century, American monopolists were 
paying much attention to getting their hands on the Russian fur trade 
During World War I almost all Russian fur was delivered to the 
UbA. According to A. Shisha, the value of the pelts exported to Ameri- 
ca was as follows: §219,000 in 1914, $533,700 in 1915, $1,650,000 
m 1916, and $2,558,000 in 1917. 56 

Shortly after the building of the Trans-Siberian Railway (at the 
beginning of the century) American monopolists were trying to make 
up for lost time and hurrying to put capital into the eastern expanses 
of Russia. The journal Sibirsky nablyudatel (Siberian Observer), re- 
marking on American capital's insatiable appetite in relation to' the 
east of Russia, justifiably pointed out in 1901 that 'Siberia arouses a 
special, practical, so to say, interest in Americans'. 57 The North-East 
Siberian Company (founded in 1902), operating in Siberia, which was in 
iact American, got the mining of minerals there into its hands. The com- 
pany was linked with Morgan and with big U.S. banks. 

The Russian press, when commenting on the activity of American 
businessmen m Siberia, pointed out the aims it coverod. the newspaper 
Sibirskaya mi/d (Siberian Thought) recalled a curious incident, when 
an American professor, fulfilling a certain assignment, travelled around 
Siberia four times, studying its wealth. 58 

The trip of Senator Lodge to Russia in 1901, and of the well-known 
politician Albert J. Beveridge, who also travelled through Siberia, can 
illustrate the aims of American monopoly capital. On their return to 
the USA they called for an intensification of expansion in relation to 
Russia; Beveridge, moreover, declared that the whole area east of 
Irkutsk was 'a natural market' for the United States, confirming the say- 
ing that 'appetite comes with eating'. There was also the journey through 
Siberia made by the U.S. Secretary for War W.H. Taft after the 
end ot the Russo-Japanese War, undertaken with the same aims. 

But the most typical example of the schomes of American capital 
in the eastern areas of Russia in the first decades of this century, perhaps 
was the activity of Herbert Hoover, who later became President of the' 
USA. Having concessions in Russia, and having founded the so-called 

+,.; r! T r h p aUth - 01 i °/ thc project Luc de Lobe1 ' a former a S ent Oi American indus- 
Fehruarv 1905° tycoons ' P ros ™ted the scheme to the Russian Government in 

-on, "d 8 . 66 S} '. i - sl,a - B . nl , inostrannogo kapitala v ekonomicheskoi zhizni Sibirl 
tm > 31 g " U P ,tal ln the Economic Affairs of Siberia), Novonikolayevsk, 

^See Sibirsky nablyudaiel, 1901. 8: 8. 
See Sibirskaya mysl, 23 March 1012. 
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Russo-Asiatic Company (Russko-aziatskoye ob'edinennoyo aktsionerno- 
ye obshchestvo) with Leslie Urquhart, he became a major private inves- 
tor ot capital, chiefly in mining. According to some estimates he made 
millions from just one concession, the Kyshtym Mine (in the former 
Ekaterinburg area— now Sverdlovsk). 

U.S. imperialism did not manage to realise its plans to ensnare vast 
areas of Russia, but U.S. capital continued to infiltrate certain sectors 
ot Russia s economy right down to the October Revolution of 1917 

#<7 7?n e ^ ent lT m , j6in ^? 6k com P a ™s alone came to 

ll/,/50,000 roubles in 1917 (see Table 2,5). 

Table 2.5 



American Capital in Russia in 1917 



Firm 


Capital 
(000 roubles) 


International Harvester (Russia) 


60,450 


Otis Elevator Co. 


500 


Russian Sales Agency for Vacuum Oil Co. 


1,200 


The Singer Manufacturing Co. 


50,000 


Russo-American Commercial and Indus- 




trial Co. 


2,500 


G. Dlock Co. 


800 


Kabcock & Wilcox Co. (Russia) 


500 


Russo-American Commercial and Indus- 




trial Co. (RATO) 


800 


Equitable Life Assurance Society of thc 




United States 


500 


New York Life Assurance Society 


500 


Total 


117,750 



Source: P. V. pj. Ino.*trarmii/e hapitaly i Rossii (Foreign 

Capital in Russia), Petrograd, 1 022, pp 119-120, 236-237. 

• P, e , U -§-- capital [n certain small joint-stock companies is not shown 
m lable 2. o especially that in the International Taxi Co., founded 
to produce and sell motor cars and engines. Allowanco should also he 
made lor the iact that American capital did nor function openly in 
many cases, but through nominees of agents. 

The Torgovo-promyshlennaya gazeta (Commercial and Industrial 
Gazette) wrote in 1902 that Nobel and Rothschild had come to an agree- 
ment with the American Standard Oil Co. to share markets and lower 
the purchasing price for oil. As the price cut was accompanied with a 
raising of the selling prices for oil products on the world market the 
loreign capitalist made profits of the order of 500 per cent or more, 
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which forced the Russian oil producers to discuss Ihe situation created 
specially at their 16th Convention in December 1901. 30 The huge profits 
on investments in Russian industry, especially in mining, were largely 
due to the fact that Russian capital itself had not rushed to the border- 
lands of the country, which had simply stimulated the schemes of 
foreign capital there. 

A clear example of the USA's use of her mounting financial potenti- 
ality against Russia, and at the same time an example of the extreme 
hostility of America., capital to the peoples of Russia, was her policy 
on the eve of the Russo-Japanese War, and during the war itself and the 
negotiations preceding the Treaty of Portsmouth. We shall not dwell on 
the many facts about. US diplomatic actions that in fact pushed Japan 
into war with Russia, encouraged Japan by promises of support, and 
endeavoured in every way to set these two powers at loggerheads so as 
to weaken Russia and strengthen U.S. influence in the Far East, espe- 
cially in China That, feature of U.S. policy then has been elucidated in 
general m tho Soviet literature. 60 In (his connection we shall only cite 
a few facts. 

The infiltration of American capital into China, especially into Man- 
churia, became a matter of serious concern at tho turn of the centurv for 
the czarist government, which had its own aims in regard to Manchu- 
ria. As a result there was a long-drawn-out struggle "for influence in 
Manchuria. The United States considered Manchuria not just as an ob- 
ject of colonial exploitation but also as a bridgehead for expansion in 
relation to Russia Russo-Americnn rivalry in Manchuria was the sub- 
ject of a long diplomatic struggle, until it became a battlefield during 
the Russo-Japanese War. The struggle developed mainly around imple- 
mentation of the 'open door' doctrine (colonial in nature) in respect, of 
China. 

Russia's position, and her attitude lo U.S. attempts lo employ this 
doctrine for U.S. expansionist aims in the East is revealed, for example 
by the despatches of a leading Russian diplomat of the time, the Ambas- 
sador m Japan, Baron R. Rozen. In one of them he wrote- 

nSt ™rJ& li ni t te t! Sta V*' wa >' ? f acLin ? ?» th e i^ue of open doors astonishes 

3i,nr'u rce l ln ,i he P^Ppiaea by the introduction of prohibitive 
£ ™ ±° , b £ the Un ? U ;V d y ******* of the position adopted, 

in so way canned by us, and all the more astonishing because it is Artteri- 

Xd?W f T thal t ^ de , riVP ? Rr f at benefit from 0lir activitj in Man h a. 
_£ hlth J» as 8 lv ^n it big orders for the needs of our railway building 61 

Rozen s appreciation of U.S. policy and of American capital's plans 

for expansion m the countries of the Orient is not without interest It 

noted that, the 'open door' demand in respect of Manchuria, as of China 

as a whole, was accompanied with the USA's establishing of a tough cus- 
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toms regime in the territories she had seized, e.g. the Philippines, and 
the introduction of high import duties. The deeply selfish, expansionist 
calculations of this policy were obvious. 

Relations bet ween the USA and Russia became increasingly cool as 
a result of American capital's increased schemes in the northern areas 
of China and its clear sympathy for Japan in tho impending Russo- 
Japanese conflict. They became very tense at times as is witnessed by the 
despatches, in particular, of the Russian ambassadors abroad. Those of 
the Russian Ambassador in Washington, A. P. Cassini, are of very sreat 
interest. In a secret telegram of 12 (25) June 1903 he wrote: 

Today I caught Hay [then U.S. Secretary of State— A .A .G.\ in an aggressive 
mood. lie considers the position hopeless. I explained to him tor a long time 
that, while not ignoring American wishes, we had to think of our own in Man- 
churia so that our predominant position in Manchuria, which he furthermore 
is the first to admit, did not remain meaningless... The United States will not, 
of course, get involved in war against us, whatever happens there, but will 
give Japan moral and financial support, as before. The moment is serious, and 
whatever the interests that must be safeguarded in Manchuria, it is necessary 
to weigh the pros and cons carefully and as quickly as possible before taking 
a final decision. 62 

Russo-American relations wore becoming cooler and cooler, and it 
was not very difficult to notice then that American monopoly capital 
intended to use its economic weight and financial resources in the im- 
pending conflict between Russia and Japan to aid Japanese imperi- 
alism. 

In the period when the bourgeois Provisional government was in 
office in Russia, American monopolists developed feverish activity to 
grab vital positions in the Russian economy, especially in Siberia. As 
before their gaze was mainly fixed on railways. For six months before 
the October Revolution a host of economic and technical experts and 
diplomats were sent to Russia, with the job of winning opportunities 
for American capital to penetrate the Russian economy, and furthering 
consolidation of the power of tho bourgeoisie and landowners. The 
operations of the Amorican representatives showed that they faithfully 
served their bosses. 

As a typical example, we may take the activity of two American 
missions, a diplomatic one headed by Elihu Root and a technical one 
headed by John P. Stevens. The head of the diplomatic mission was a 
representative of the Morgan financial monopoly group that had long 
been trying to grab key positions in the economy of the eastern regions 
of Russia. The head of the technical mission was a big businessman who 
had made a pile from the building of the Panama Canal through crushing 
exploitation of the local population, and from the various shady finan- 
cial deals and frauds that accompanied it. 

Roth missions, which had been handpicked with the personal partic- 
ipation of President Wilson, included representatives of Big Business 
and many military men. Tho diplomatic mission, for example, included 
the well-known manufacturer of farm machinery McCormick. His com- 

62 AVPR. Chancellery, file 129-1, 1904, sheets 23-24. Cassini to Lamsdorf, 
31 December 1903 (13 January 1904). 
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pany already had wide international lies then, which gave il bm» 
profits not only from exploitation of workers in (he USA but also through 
expansion ahroad. The mission also included Charles Crane, a bier Chi- 
cago industrialist and friend of Wilson's, and S.R. Bertron, one of Hie 
biggest New York hankers, who was also president of International Har- 
vester, one of the richest and most influential companies in the USA 03 
lho formal etiquette followed in the forming of the mission (nine of 
its members were given the rank of ambassadors extraordinary and min- 
isters plenipotentiary) could not hide the fact that it was not just a 
diplomatic mission with definite foreign policy tasks, but was also a 
mission whose job was to fling the doors wide open for American capi- 
tal m the event of a turn of events in Russia favourable for American 
imperialism. It was not by chance that it paid much attention to nego- 
tiations for granting the USA tho right to develop mineral wealth in Si- 
beria and on Sakhalin. Other areas of Russia were also the subject of 
negotiations: gold mines in the Altai, Caucasian iron ore mines rail- 
ways in the Urals, etc. 

The financial 'aid' promised the Provisional government by the Amer- 
ican mission, in particular during its negotiations with Shingarev 
the Minister of Financo, was used to get the Provisional government to 
refuse to ratify certain decisions of tho Paris Conference (June 1916) 
which put obstacles in the way of American capital's infiltration into 
Russia to the detriment of Anglo-French capital. The course of the mis- 
sion s negotiations and the various terms put forward largely resembled 
the present practice of the American monopolies, which impose crip- 
pling terms on countries that have recourse to American financial 'aid' 
ibe difference is only in the scale and the even greater aggressiveness 
ol U.b. monopoly capital now than in the past. 

Stevens' mission, which arrived in Vladivostok on 31 May 1917 
and in Petrograd on June 12, developed no less vigorous efforts: it 
stopped repeatedly on the journey across Siberia to investigate its natu- 
ral wealth and gather relevant information (with the knowledge and con- 
sent, of course, of the Russian government). « The mission got control 
oyer all the main trunk railways, but especially over the one linking 
Vladivostok with the vital centres of the European part of Russia! 
Stevens himself was soon appointed adviser on railways to the Russian 
Ministry of Railways. 

As a result of the great activity of both the American mission and 
the American Ambassador David Francis, and the financial 'aid' prom- 
ised to the Provisional government, agreement was reached on sending 
a large number of American railwaymen to Russia, who were to 
be stationed between Vladivostok and Omsk, between Moscow and 
Omsk, and between Moscow and Petrograd. The then Russian 
Ambassador in Washington, Bakhmetiev, communicated plans for 
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the sending of big groups of railwaymen from the USA to Russia. 6& 
At the same time plans were made for obtaining concessions in Rus- 
sia to prospect for oil on Sakhalin, coal in the Kuzbas, gold fields in 
the Altai, and coal and peat in the Moscow Basin, to mine iron ore in 
the Urals and so on. Moreover, the appropriate projects had already 
been drafted to grant many concessions to American monopolies. 0 ' 6 
It is not surprising, therefore, that the Root mission returned to 
Washington, as the Russian Embassy reported, 'extremely favourably 
mmded toward Russia', 67 that is to say, toward the counter-revolution- 
ary government of Russia that was then in power and was trying to lay 
a heavy burden on her peoples made in Wall Street 



2.2. The export of American capital to Japan 

The end of the nineteenth century was marked by the appearance of two 
new powers on the imperialist scene in Asia: the USA, which had ad- 
vanced to a 'first class' power after victory over Spain in 1898, and 
Japan, which had come to the fore through its victory in the Sino- 
Japanese War m 1895. 

There is a view in the foreign literature that Japan, in putting for- 
ward claims on other countries, was allegedly only following the West's 
example of territorial expansion in Asia. 68 The idea is not new In 
Lenin s conspectuses there is an extract from S. Ilishida's dissertation 
on tbe internatjonal position of Japan as a Creat Tower, published in 
New ork m 1905. Lenin had no high opinion of the value of the book, 
calling it amateurish', but he noted its general political trend: 'A 
f fon-.c, • hls \ 01 'V of Ja P an vei ' su s other countries from 0(50 B.C. 
to lyuo, i.o. a history of 'opposition' over more than 25 centuries? 
In Lenm s extract one can trace the idea that the conversion of the Far 
fcast into 'a centre of ambitions' by imperialist powers, including the 
UbA and Japan, could be dated from the war of 1894-5, while 'the eco- 
nomic activity of the Great Powers' is interpreted so as to establish 
control for economic or political purposes', over '"as large a portion of 
tlie eartli s surface as their energy and opportunities may permit'" 7 * 
In connection with these claims, Lenin noted in his conspectus of the 
work of another author, Sigmund Schilder, which he labelled l a very good 
outline in contrast to Hishida's thesis: 'Japan aims at domination. 
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Some of the Groat Powers, incidentally, definitely wanted to direct 
Japanese aspirations against Russia. From an article by Otto Franke 
on the Great Powers in Eastern Asia, which he called 'a useful summary 
of the facts'. Lenin made extracts about the secret negotiations in Lon- 
don in 1898 on the initiative of Joseph Chamberlain for an Anglo-Jap- 
anese-German triple alliance against Russia. The negotiations became 
known from notes published by the Japanese Ambassador, Count Hay- 
ashi, publication of which was stopped by the Japanese government. The 
essence of the negotiations and of Japan's position is revealed bv 
the following passage from Franke's article: 

This coincided with confidential British overtures to Berlin on an An*lo-Ger- 
man alliance. These were without result, if only because Great Britain had 
nothing to offer or propose to Germany other Lhun the honour of taking 
the held against Russia. Japan, however, did not hesitate; she was readv to 
enter into such an alliance with Germany.' 2 

'They did not strike a bargain!!' was Lenin's comment on that dip- 
lomatic episode. 73 

Such was the political combination. As for foreign capital in Ja- 
pan, it was not significant. Lenin estimated the total, from the data in 
Joseph Grunzel's book on the balance of trade, etc., 74 at 1,765 million 
yen, noting: 'this is national debt; 33 million yen in enterprises.' 75 
He also made calculations from the data in Bernhard Harms' book al- 
ready mentionod that permitted him to conclude that Japan's position 
in the sphere of the foreign investment was very modest: Britisli capi- 
tal there accounted for £53,705,000 out of a total British foreign invest- 
7iicnt of £3,191,836,000 in 1911; French a billion francs (including 
China) out of a total of 35,500 million francs placed abroad; German 
1,290,400,000 marks out of 21,909,700,000 marks. 76 As for American ca- 
pital fS million out of roughly $500 million was placed in Japan and 
China in 1900 (as noted above). 77 

The USA's financial support of Japan during the Russo-Japanese 
War of 1904-5 was typical of her use of capital exports not simply for 
purposes of direct economic gain but also for implementing her foreign 
political plans. It was an expression of the far-reaching aspirations°of 
American imperialism, aimed at weakening Russia and creating oppor- 
tunities for American monopolies both to rule the roost in North China 
and to infiltrate the economy of eastern areas of Russia. 

Even before the Russo-Japanese War it had become clear that Amer- 
ican monopoly capital had made a definite gamble on giving Japan 
financial, economic, and other aid in her fight against Russia. In 
May 1904, after the outbreak of the war, the banker Jacob Schiff 
formed a special syndicate with Kuhn Loeb & Co., the National City 

72 Otto Franke. Die Grossmaclite in Ostasien. In O. Hintze, F. Meinecke et 
al. (Eds.). Deutschland und der Weltkrieg (Teubner, Leipzig, 1915), pp 442-443 See 
Lenin's Notebooks on Imperialism). Op. cit., p 528. 

" See Lenin's Notebooks on Imperialism. Op. cit., p 528. 
4 Joseph Grunzel, Handels-Zahlungs-, und Wirtschaftsbilanz (Exportakade- 
mie, Vienna, 1914), pp 26-29. 

76 See Lenin's Notebooks on Imperialism. Op. cit., p 96. 

: 6 Ibid., pp 287, 288, 289. 

' 7 Scott Nearing and Joseph Freeman. Dollar Diplomacy..., p 11. 
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Bank of New York, and the Commercial Bank, to float Japanese loans 
in the USA. A first loan of $50 million was launched in the middle 
of that year, its total being shared equally between the USA and Brit- 
ain, which was also giving imperialist Japan support in the war against 
Russia. 

A second loan for Japan was floated in New York and London in 
November 1904, the American share being oversubscribed several 
times over. In March 1905 a third loan of $100 million was floated 
which was also successfully taken up; four months later a no less success- 
ful fourth loan was issued. It is significant that Germany also took part 
in this fourth loan, in addition to the USA and Britain. Although Ger- 
man diplomacy was outwardly on Russia's side, it was trying more and 
more to push Russia from Britain and draw her to its side in the com- 
plicated foreign policy and diplomatic struggle between the major im- 
perialist powers that preceded World War T. 

The main data on the foreign loans received by Japan during the war 
arc shown in Table 2.6. 

Table 2.6 



Japan's Foreign Loans during the Russo-Japanese War, 1904-1905 



Loan 


Amount 

£000 


of issue 
000 yen 


Commissions 
paid 
000 yen 


Amount 
actually 
received, 
000 yen 


First 6 per cent 


10,000 


97,630 


3,417,050 


86,834,171 


Second 6 per cent 


12,000 


117,150 


4,393,350 


100,463,595 


First 4.5 per cent 


30,000 


292,890 


9,513,925 


251,158,987 


Second 4.5 per cent 


30,000 


292,890 


9,518,925 


251,137,817 


Total 


82,000 


800,506 


26,848,250 


689,594,570 



Source: Gotaro Ogawa. Expenditures of the Russo-Japanese War (OUP, 
London, 1923), p 68. x 



In spite of the sizeable commissions received by'the American bank- 
ers, the foreign loans granted to Japan came then to a huge sum. The 
financial resources that Japan got through them was more than the to- 
tal of all the domestic war loans floated within the country during the 
war. 78 

All these loans were of vast importance for Japan, whose financial 
and economic position became more and more difficult as the war pro- 
ceeded. Of the total of roughly £80 million she received in foreign 
loans, around half was American capital. Allowing for the fact that her 
total war expenditure, according to the press, was 1,508,407,000 yen, 79 

...j 8 Gotaro Ogawa. Expenditures of the Russo-Japanese War (OUP, London, 
lyZo), p o5. 

78 Ibid., p 107. 
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in e fi°9n 8 ™ ad ° Jy f A .™ e 5S an 4 mon <>PoHes would have covered at least 
15 to 20 per cent of it. The American imperialists, of course, did no 
miss the chance to make solid profits thereby, which came to 6 per ccn 

materiplTnVw U T g USA als0 a grealdeal o 

neod fop Japanese army was experiencing an acute 

One can say without exaggeration that the American bankers who 
were acting in full agreement with the then Administration, and'with 

S8Ved J T n fr ° m finanGiaI and econ omic collapse 
I- ! Ru T s f s °- Ja P a nese War, and in the final analysis from m li- 

m Y fESf*'* 1 * was not fortuitous that The New York Times wrote on 9 

^States ti«2 yearS i aft f r th % W ? ' ' th3t With0Ut lhe hfi] P of ^tMtl 
ed States the financial plans of Japan would have fallen through and 

she would have lost the war'. " The paper knew what it was savin. The 
tZ SIS? al, ""°. hc yof the USAin respect of Russia at that time ffelped 
S f ™ "a™" consolidate itself in Korea, increase its pene- 
tration of China, and impose the unfair Treaty of Portsmouth on the 
czarist government, which was a sort of grimace of history. The stale- 
r T s & U-S. President Theodore Roosevelt that he wanted to recon- 
through * ^ f ° r intei ' GStS ° f bolh ' Were false trough and 

The United States' whole policy during the Russo-Japanese War 

fh? tZl sT , hyP n ^ , ,, \ e . statements we e 

US A w f oe neutral m the event of a military conflict, be- 
tween Ru SS1 a and Japan The Russian Ambassador in Washington, 
A P. Cassmi, reporting the gist of his conversation with the U S Scc- 

brealf o° feft l ° ^Ply on the eve of ihe out 

break of military operations, wrote: 

When I broached (he vital question wh.it position the United SUtes would t-.k P 

the Federal Administration had decide,], after series Stewta of fi^ 
to maintain the strictest neutrality in the event, of such a conflict *' ' 

fo U rma?ion ^ statements Hay's were misin- 

2.3. The expansion of American capital in China 

American monopolies had long had their eyes on China, considering her 
a profitable field for the investment of capital and a profitable mfrke 
for American goods. U.S. capitalists had repeatedly resorted o Tc t s o 
direct aggression against her. In spite of the propaganda of suppo ers 
of the present line of U.S. foreign policy, who are trying to depfc mat- 
ters as if the USA had defended China when the interesfs of imneria fsl 
powers clashed there, American Big Business was the e emy ft S Chi 



A 9L?L CC ^ y , EdWar{1 H-ZaB#faMie. American-Russian Rivalry in the Far East 
delpMa'' Tm^ TZ ^ ^ P0llttCS ' im ' lm < Univ - of P^». Pres.! PhS 
De^ife^^^ 190/ " ^ 23^24. Cassini to Lamsdorf, 31 
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nese people even long before the United States had become an imperi- 
alist power. 

At the beginning of the nineteenth century slick American merchants 
had already organised an extensive opium trade in China. The USA, 
operating together with British capital, was in fact co-partner in the ag- 
gressive actions against China in the Opium Wars waged by Britain 
against the Chinese people, and following Britain's example imposed 
a number of unequal treaties on China. It is well known that an 
American squadron was sent to the coasts of China then to help Britain. 
A former President of the USA, John Quincy Adams, declared post fac- 
tum, in 1851, that. Britain had every reason for declaration of war. 

The USA endeavoured subsequently, with even greater energy, to in- 
filtrate the economy of China, to squeeze out other capitalist countries, 
and grab more for herself. According to the frank statement of an Am- 
erican historian, 

Economic and financial groups in the United States, looking beyond her bor- 
ders for investments overseas, saw in China a profitable field for en- 
terprise. 82 

Expansion into China was only one part, of course, of the USA's 
imperialist aspirations. Lenin made the following note when analysing 
J. Patouillet's book on American imperialism 83 : 'Hawaii is half-way 
between Panama and Hong Kong. The Philippines are a step towards 
Asia and China 1 . 84 He himself stressed the word 'China', thereby indi- 
cating the importance of that country for expansion of U.S. monopolies. 

On the whole the history of relations between the USA and China is 
one of crude economic expansion of American capital into China, which 
at times had an aggressive character. This found expression primarily 
in the crippling treaties that were repeatedly imposed on her by the 
United States, like the treaty concluded in Wangxia in 1844, the Tient- 
sin Treaty of 1858, and the protocol of 1901, also imposed on China un- 
der strong U.S. pressure after suppression of the Boxer Rebellion. By 
the first treaty the USA got extraterritorial rights in China, and the lat- 
ter was deprived of customs autonomy. In order to get this treaty signed 
the American Special Envoy to China, Caleb Cushing said directly to 
the vice-regent of the provinces of Kwangtung and Kwangsi that it was 
possible that his Government would decide it necessary to force the 
Chinese nation again to experience the calamity of war. 86 

The second treaty provided for even deeper penetration of U.S. 
capital into China under the banner of 'most favoured nation' principle 
and imposed other crippling terms (increase in the number of open ports, 
protection for American missionaries, etc.). Finally, the protocol of 
1901 laid an enormous contribution of 450 million liang (lael) on China, 



82 Edward H. Zabriskie. Op. cit., p 33. 
1904) 3 ^ 0Se * > * 1 P 3 * 01 "^ 1, L'Imperialisme americain (Petit Bourguignon, Dijon, 

84 See Lenin's Notebooks on Imperialism, Op. at., p 210; point cited from 
Paiouillet, p 118. 

85 Qin Benli. Istoriya ekonomicheskoi agressii amerikanskogo imperializma 
f Kitae (History of the Economic Aggression of American Imperialism in China). 
Translated from the Chinese (Inostrannaya literature, Moscow, 1951), p 27. 
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not to mention the fact that the USA had already, together with her Eu- 
ropean imperialist partners, imposed several other crippling terms on 
China Since the Chinese people were not in a position to pay the sum 
named, the foreign conquerors took it upon themselves to squeeze the 
reparations out of China, which led to an even higger increase in the tax 
burden on the people. In a number of cases, when the taxes proved in- 
adequate, China was granted crippling foreign loans in order to pay the 
reparations. 

The expansionist U.S. policy found further expression in American 
capitalists persistent attempts to get the building of railways and other 
undertakings in China into their hands, and to open the valves for wide 
investment of American capital in China. The terms imposed were moti- 
vated by a need to observe the 'open door' principle, which primarily 
suited the United States in the actual historical situation existing i n 
the second half of the nineteenth century, especially at its end. 

That was due (1) to the fact that spheres of influence in China had 
been shared out among the main capitalist countries before the USA 
entered the international scene as a Great Power, and (2) to the econom- 
ic capacity of the United States, with her developed industry, to com- 
pete with other countries on the Chinese market. 
_ American capitalists exerted no little effort to use the power of their 
industry, and the growing influence of the USA in international affairs 
to infiltrate countries in Asia and the Far East. The speech of Theodore 
Roosevelt in San Francisco in 1903 was significant in that respect Re- 
ferring to U.S. expansion toward the Orient, he said: 

The extension of the area of our domain has been immense; the extension 
in the area ot our influence even greater. America's geographical position 
in the Pacific is such as to ensure peaceful domination of its waters in the futu- 
re* we only grasp with sufficient resolution the advantages of that 
position. 80 6 

That is how one of the major spokesmen of U.S. monopoly capital 
expressed himself. The ostentatious anti-trust legislation of his Admin- 
istration went hand in hand with vigorous activity to clear the way 
for very broad injection of American capital into the countries of Asia 
and the Far East. Two years later he wrote: 

I believe that our future history will be more determined by our position on 
the Pacinc facing China, than by our position on the Atlantic facing Europe 87 
While one can catch this servant of American capital out in the in- 
accuracy of his forecast (he had a poor command of the difference be- 
tween words and the big stick in foreign affairs), it is only because the 
USA had turned her policy toward Asia and Europe; in both cases, 
however, it was expansionist. 

The American monopolies' plans in relation to the countries of the 
Orient, especially China, gave them no peace. The importance of win- 
ning positions there was constantly stressed, which confirms how broad 
U.S. capital's plans of expansion were. The USA came up against rivals 
in China, as in other countries, that had already imposed a number of 



!! £- tC j J rom Sc< ? u Nearing and Joseph Freeman. Op. cit, pp 39-40. 
i „ Clte< 2 torn Tyler Dennett. Roosevelt and the Russo-Japanese War (Double- 
flay, Page & Co., New York, 1925), p 3. 
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crippling treaties on them, which explains the USA's relegation from ad- 
vanced positions to secondary ones in some cases during the imperial- 
ist struggle for markets, spheres of investment, and repartition of the 
world. Tn spite of certain failures, however, the scale of U.S. economic 
penetration of countries in the Orient steadily increased. 

All that confirms that views had already begun to be propagated in 
U.S. monopolistic circles that have something in common with the ag- 
gressive doctrine of modern American business, underlyingwhich is the 
drive for world domination. Theodore Roosevelt's calls for the USA 
to take on the role of a factor supporting the 'world balance of power' 
were evidence of that. When trying to demonstrate the 'obsolescence' 
of the views of Washington and Jefferson, he declared: 

We ourselves are becoming, owing to our strength and geographical situation, 

more and more the balance of power of the whole globe. 88 

The fight for the Chinese market that developed among the chief 
imperialist powers did not permit American business to realise several 
of its own plans as regards capital investment there, but a solution was 
found in the imperialist way, through an understanding of the USA, 
Britain, France, and Germany to found a banking consortium of the 
four powers. The USA was represented in this consortium, in fact, by 
the House of Morgan, which had warmed its hands more than once in 
its existence in business connected with international affairs. The USA 
exploited her membership of the consortium for broad economic pene- 
tration of China, grabbing railway building, reform of the monetary 
system, the building of enterprises in Manchuria, and so on. The revo- 
lutionary events of 1911 did not stop American efforts to penetrate ever 
deeper into the Chinese economy. 

in supporting the reactionary forces in China, and operating as an 
enemy of the anti-imperialist movement there, the USA employed lov- 
ers of economic pressure so as to keep people in power who would do 
deals with the imperialists (Yuan Shikai), and at the same time 
preserve opportunities for further political and economic expansion 
within the country. It was to that end that Yuan Shikai's government 
(he became President on 18 June 1912) was granted a 'big reorganisation 
loan' then by a consortium of six imperialist powers (the USA, Britain, 
France, Russia, Japan, and Germany), in which the USA played the 
chief role. The loan, whose main term was the granting of 'equal oppor- 
tunities' in China to the USA, was rapacious for the Chinese nation and 
in fact put the country's economy under foreign control. Suffice it to 
say that the total of the loan was fixed by agreement at £25 million,- 8 
but China got only 33 per cent of that; the greater part was held back- 
in the form of payments overdue on the reparations mentioned above, 
commissions, etc. 90 

The loan was not the only one that the USA employed to saddle dic- 
tated economic and political terms on China. Similar loans were grant- 
ed repeatedly in the following years, the USA putting pressure on the 

88 Tyler Dennett. Op. cit., p 1. 

89 See Qin Benli. Op. cit., pp 50-51. 

90 Ibid., p 51. 
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Chinese government, depending on the situation cither alone or jointly 
witJi other imperialist powers when their interests essentially coincided 
As World W ar 1 approached, and during it, when the big European 
powers were mainly occupied directly with European affairs, the USA 
began to come more and more to an understanding witli militarist Ja- 
pan, biich was the policy of American imperialism in relation to Korea, 
which had long been considered a door into China; such too was its pol- 
icy m regard to China herself. A typical example of the understanding 
with Japan was the Lansing-Ishii Agreement of 2 November 1917, con- 
cluded behind China's back, which directly stated: 

proDinam^rr^fnf £f 8*"* ^ & \ d Japan roco S nize that territorial 
propinquity create* special relations between countries, and, con^e- 

£te& tnZV'TT ° Un i!° d Stales TeC0 J nhes that S »P™ special 
tiguous% Particularly m the part to which her possessions are con- 

The agreement was thus an imperialist deal at the expense of China 
that gave Japanese capital a better chance of political, economic, and 
military expansion there. In exchange for services rendered to Japan 
by the United States the former in turn agreed that she would follow 
tne principle of 'open doors and equal opportunities in commerce' in her 
relations with China. We would also stress that American imperialism's 
economic expansion in China wasclosely interlocked with direct aggres- 
sion against her. The USA did not stop at using military force or threats 
ot it (as happened, for example, during tho Boxer Rebellion in 1900), 
not to mention attempts to seize the island of Taiwan from China, which 
tne UbA had tried to do several times in the nineteenth century 9 - 
- AT nf? warshi P s Allowed dollars in the form of direct investments 
in the Chinese economy, loans, etc. Depending on the situation either 
the dollars paved the way for direct military aggression or the warships 
lorced China at gunpoint to accept the enslaving economic terms im- 
posed on her by American capital, all of which shows that U.S. policy in 
regard to China hassomethingin common with the aggressive, predatory 
policy pursued by the USA from almost the beginning of her existence 
as an independent state. The historical facts tear to pieces the state- 
ments of those American historians, economists and sociologists who 
spread the legend that relations between the USA and China were char- 
acterised by 'traditional friendship', and that the USA always sought 
to see China united and independent. An example of such a distortion of 
the historical facts is the work of the American historian Achille 
Viallate who claims that Woodrow Wilson, when refusing, after tak- 
ing office as President in 1913, to sanction American bankers'participa- 
tion in the Six Power Financial Consortium mentioned above, was 
motivated by a desire to prevent those powers' interference in China's 



Pnvf 91 lttf- aper ^& dati ^ V he Foreign R4*tton$ of the United States, 1917 (U.S. 
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internal affairs. 93 The same idea is repeated by other American falsi- 
fiers of the historical facts. 

The USA in fact not only did not weaken her efforts to penetrate 
China but on the contrary operated even more energetically in that di- 
rection during the war. This is evidenced, for example, by the fact 
that U.S. exports to China were almost three times as big in 1919 as in 
1899, while the number of American plants and firms in China in- 
creased from 70 in 1913 to 130 in 1919. 94 



83 See Achille Viallate. Economic Imperialism and International Relations 
during the Last Fifty Years (Macmillan, New York, 1923), p 89. 
94 See Qin Benli. Op. cit., p 69. 
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THE AMERICAN FOREIGN INVESTMENTS DURING 
WORLD WAR I AND THE POSTWAR SETTLEMENT 



§1. American war loans 

World War I gave a powerful impulse to further U.S. economic expan- 
sion. The USA entered the war in April 1917, more than two and a hSf 
years after its outbreak. The reasons for that lay in the de ^rmined ant 
war movement m the USA and in a purely economic calculation Am - 
tZrZ^el) W6re W8Xing riCh 0n milit ^ * s the ( b^- 

factH^Te^n 101 AmefiCan iBdUStl ' y " dear fr ° m the 

produced at about 103 factories, whose outpul has doubled since the outhpAk 
oi the war. Many gun-cotton factories are working three shifts ou ^ieak 

with h u th ° inCreaSe hl ^ oduclion went hand in hand 

with a considerable rise in prices, there is full justification for the 
statemen t Lerun took from the Neue Ziircfwr Zeitung: 'For America he 
European war means a vast, profitable busine^ '» America, trie 

id^lT^T™^ C f. pit , a1 ' ?' hile P roclai niing devotion to lofty 
ideal, and affirming in particular that the aim of U.S. entry into the war 
was to make the world safe for democracy, was pursuing qu/te concrete 
selfish goals. Evidence of that is the cable sent by Walter Page the U S 

e^e b r:rthe\va, L ° nd0n ' * ***** **" * — bef ofe' tt tjsA 

imB !L23Ms a attd^d rut fer 

and the prospect of doing business with a victor inthe person of Gerl 
man imperialism was unattractive to the USA. American imperialists 
finding a suitable pretext, plunged the country into the war. Thev had 

ttde^nd g Tb n o ered t a h9 T St ° f - pr0fitS 9nd aspired t0 and 
to defend their strengthened position by economic and political means 

*J?Jl eXh il th V Var ' U * S - mon °P oIi ^ thus differed in nothing el 

a^ar^ because (as «^ 

* * **** (Inte, 
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was the inevitable outcome of ... domination by the capitalist monopolies, of 
this great power wielded by an insignificant number of very big banks— two, 
three, four or five in each country. This war was waged for the reparlitio- 
ning of the whole world. Tt was waged in order to decide which of the small 
groups of the biggest states— the British or the German— was to obtain the 
opportunity and the nght l.o rob, strangle and exploit the whole world. 4 
The U.S. monopolies, waxing rich on war, were also staking their 
claims to a 'right' to rob, stifle, and exploit the peoples of other coun- 
tries. 

The loans and credits, granted to the Allied countries of Europe on a 
broad scale by the USA, served as a most important lever of U.S. ex- 
pansion and played a decisive role in financing World War I; later the 
problem of the war debts arising from this was also exploited for expan- 
sionist aims. 

The war created a huge demand for American goods, in particular 
for armaments proper and all kinds of military materiel. Since the Al- 
lies paid nothing for these munitions, there was a great demand on 
their part for American credits, the receipt of which in the period 
between 1915 and 1920 made all the main European countries 
belonging to the coalition debtors of the United States. The biggest 
credits were received during the war by Great Britain, France, and 
Italy. 

The so-called American war loans were granted to the Allies after 
the United States' formal declaration of war. Their total during the war 
came to $8,839,600,000. 6 That sum does not include the loans granted 
in 1919-21 and usually counted in the total of Allied war indebtedness 
to the United States. According to the figures at the middle of 1921 the 
total of American war loans was $11,085,000,000. The Allies' debts 
to the United States thus are divisible into two categories: war debts 
proper, and loans granted as 'relief after the war. 

World War I led to the majority of European states, especially Great 
Britain and France, being entangled in debt as a result of the loans re- 
ceived from the USA. John Maynard Keynes' computations of the in- 
ter-Allied indebtedness arising from war needs are interesting in this 
respect (see Table 3.1). They are incomplete, but very well describe the 
structure of the indebtedness and the conversion of the USA into 
an important international creditor. 

Czarist Russia needed loans in view of her big obligations to Britain 
and France because of her trade deficit. Even before the war the czar- 
ist government had been borrowing abroad so as to pay the interest on 
ojd debts. The situation became even more complicated during the war r 
since 45 per cent of Russia's prewar exports had gone to Germany and* 
other countries in Central Europe that she was now fighting, while 90 
per cent of her foreign debt was with her Allied states. That meant that 



, See Lenin s Report on the International Situation and the Fundamental 
lasks ot the Communist International to the Second Congress of the Communist 
International, July 19-August 7, 1920. Collected Works, Vol. 31 (Proere^ Pnh- 
lishers, Moscow, 1977), pp 216-217. K fe ruD 

6 R. W. Dunn. American Foreign Investments (B. W. Iluebsch and the Vikin? 
Press, New York, 1926), pp 4-5. g 
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Table 3.1 

Inter-Allied Indebtedness for World War T, 191/,-1918 

( t million) 



Loans bor- 
rowed by 


From 
the 

USA 


From 
the 
U.K. 


From 
Franco 


Total 


Loans bor- 
1 rowed by- 


From 
the 

USA 


From 
the 
U.K. 


From 
France 


Total 


Great Brit- 










Belgium 


80 


98 


90 


268 


ain 


842 






842 


Serbia and 










France 


550 


508 




1,058 


other lands 


20 


20 


20 


60 


Italy 


325 


467 


35 


827 


Other Allies 


35 


79 


50 


164 


Russia 


38 


568 


160 


766 












Total 


1,900 


1,740 


355 


3,995 



"vsNHnRBHpKaH 

francs reUuve^Ses BBAMAB il&T^U%%*5tg* 
S ° UrCe: l^^^^^^^ Ctmmmm cf tk, Peace (Macmitlan & Co.. 

loans 11 ^ C ° Uld ° 0Ver PrGWar indebtedness was b y new foreign 

France and Britain were in urgent need of loans to buy arms and mu- 
nitions since their home production was insufficient to supply their ar- 
mies with everything they needed. Italy and the small countries found 
themselves in a grave position after their entry into the war on the side 
oi the Allies. How serious the position of Italy's finances was can he 

receiving credits ^ **** **** **" War condiLional «n 

Not one of the Allied countries had a gold reserve at its disposal to 
buy the munitions it needed abroad. Great Britain and France, it is 
true had big overseas investments and consequently considerable se- 
curities that could be used to pay for the purchases in the United. States. 
Britain did make use of them, but that was not a radical solution of the 
problem It could not be Britain's way out because she had been forced 
SJ T\ fc ° gfant loans , and credits t0 th e other Allies, and their total in 
the first three years of the war came to more than that of the loans and 
credits she received from the USA. 

France's position was even more complicated. The industrial eastern 
areas of the country had been occupied by Gorman armies, which sharp- 
ly reduced her industrial and export resources. As for her foreign invest- 
Tnd L B2! °F tben ^ were ^ countries in Central and Eastern Europe 
and the Near East. They could not, consequently, be used to pay for 
purchases of munitions abroad. Thus France, like Britain, experi- 
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enced an acuto need for foreign loans to finance her purchases abroad. 
And, one must add, France, like Britain, had been forced in turn to 
grant credits to certain Allied countries, which increased hor need for 
foreign loans even more. 

All that led to a situation that, when the United States decided to 
grant loans on a big scale to the Allied countries, especially after her 
formal entry into the war, the American loans received by Britain, 
France, and Italy came to billions. Other Allies also received consid- 
erable sums. 

Before U. S. entry into the war, however, Britain had been the 
main creditor in the Allied camp, although she herself had obtained pri- 
vate American loans to the tune of $ 1,065,000,000. France, while Brit- 
ain's debtor, was at the same time a creditor of Russia, Belgium, Ser- 
bia, and Greece. Both Britain and France were borrowing from neutral 
■countries during the first two years of the war, above all from the USA, 
through various private banking groups. France got loans of that kind 
to a total of $514 million. Britain and France received $500 million 
from private U.S. sources in 1915 jointly and on a parity basis. The 
pzarist government of Russia also got loans of $136 million from the 
USA. These sources were inadequate, however, even for Britain with 
her large overseas investments. The gold reserve of the Bank of France 
was not more than §840 million, that of the Russian bank $750 mil- 
lion. The Bank of England was evon smaller. 

After the Uni led States' declaration of war she became the main 
banker of the Allied coalition. Out of the total war credits granted to Al- 
lied countries by the USA before the Armistice (11 November 1918), $7 
billion was expended on purchases of arms and other munitions in the 
USA. The rest was used by the Allies after the cessation of hostilities. 
The Allied states, moreover, had obtained an additional $3,085 mil- 
lion between the Armistice and 2 July 1921 in the form of the 'relief 
redits already mentioned — the sum obtained from the sale of U.S. 
war surpluses in Europe, previously intended for the army. These ad- 
ditional credits were usually pooled with the loans received from the 
U.S. government during the war under the general heading of war 
loans', because, under a decision of the Congress of 24 October 1917, 
government loans could only be granted to foreign countries until the end 
of hostilities with Germany, which date, by its terms, was to be named 
in a special proclamation of the President's (which was made on 2 
July 1921, i.e. two years and a half after the actual cessation of hos- 
tilities). 

That is how the governmental war debts of the Allies to the new in- 
ternational banker, the United States, were formed, debts that (as al- 
ready mentioned) exceeded §11 billion in the middle of 1921. This sum 
constituted more than half of the total inter-Allied debts (including the 
mutual indebtedness of the other Allies) which came to more than $20 
billion. 

As for the sources of the U.S. war loans to European countries, they 
were usually granted by the U.S. government, and only a relatively 
small proportion came from private sources. Out of the total of 
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The W ar thus led to two important changes in the economic rela- 

GmtZ** USA ^ big capitalist state~vetl 
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into financial dependence on the USA, with all the political and eco- 
nomic consequences of that, P 0 

(2) It sapped the strength and influence of foreign capital in the Ampr 
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tion in the USA once more after the war (especially British capital) it 

could no longer manage to do so. Its weight in the American economy in 

the new conditions, when the USA and Britain had switched the roles as 

world exporters of capital, was steadily diminishing. The vol me of for 

eign investment in the USA (according to the official AmeriSm stat - 

sties) fell from $ 7 2 billion (in the middle of 1914) to ^4 0 billion 
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wnereas the USA had still been a debtor in 1914, importing *3 7 
billion more capital than she exported, she emerged from the ww a net 
exporter, with an active balance of $3 billion. 8 

The war had another important economic consequence soine he- 

Ses °i U - S - reIati ° DS With the 0ther chief capUaHs t c g oun- 

tries. Because the European powers had naturally put their resources 
primarily to meeting war needs, so that their economic ties w th other 
WGre W f a , k ? e ^' the USA did not W to exploit the situation 
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Thp li British, French, German, and Belgian capital had gone 
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• R. W. Dunn. Op. cit., pp 4-5. 
^ ^ See Economic World (New York), 1922, 24: 413. Cited by R. W. Dunn. Op. cit. t 

8 See Survey of Current Business, May 1954, 34, 5: 10, 
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can capital to coun'rios in Latin America and Europe, and to Canada 
(especially in the early postwar years), which led— and could not help 
leading— to an immense strengthening of the USA's position in their 
economies and a weakening of the influence of other states. U.S. capi- 
tal investments in Latin American countries rose by 40 per cent be- 
tween 1914 and 1919, in Europe by 180 per cent, in Canada by 70 per 
cent, in Africa by 130 per cent and in Australia and Oceania by 30 per 
cent. 9 

According to the official data of the U.S. Department of Commerce, 
American foreign investments nearly doubled during World War I 
and totalled $9.7 billion in 1919, against $5.0 billion in 1914 (see 
Table 3.2). 

Table 3.2 

U.S. Foreign Investment Position, 1914-1919 

($ billion) 





191',* 
(at June 30) 


1919 


Total 


5.0 


9.7 


Private, total 


3-5 


7.0 


long-term 


3.5 


6.5 


direct 


2.7 


3.9 


other 


0.8 


2.G 


short-term 




0.5 


Government, total 


1.5 


2.7 



* U. S. statistics Include gold and foreign exchange reserves 
In the figures on American foreign investments, starting from 
1914. 

Sources: Historical Statistics of the United States. Colonial 
Times to 1970, Part 2 (U.S. Govt. Printing Office, 
Washington, D.C., 1975), p 869; Survey oj Current 
Business, 1954, 34, 5: 10- 

The main burden of the high taxes and redemption of the billions 
of the internal loans, floated by the government to provide funds for 
the belligerent Allied powers, fell on American workers, employees, 
and farmers, while the monopolies were pumping unheard-of profits 
into their coffers. When we add the concealment of the big corporations' 
and firms' incomes to evade income tax, and the corruption in the U.S. 
government machinery (the facts about which became known after the 
war), it is clear why only a small part of the profits of the American finan- 
cial oligarchy went to meet war expenditure, and ultimately came back 
to them as proceeds from war supplies for both European countries and 
the U.S. army. 

The major monopolies and banks got new chances, unprecedented 
before the war, to export private capital in the form of direct investments 

9 Calculated from Cleona Lewis. America's Stake in International Investments 
ho Brookings Institution. Washington, D. C, 1938). p 606. 
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a? we I, despite being held back at first by the government in relations 
with Ihe debtor countries. During the war and early postwar years, un- 
til the economic disruption and inflation in European countries tempo- 
rarily weakened American imperialism's interest in exporting capital 
to them a mood prevailed in the USA that the huge war loans and cred- 
its would be followed for a long time by an increased flow of private 
capital to the Allied European countries. Subsequent events demonstrat- 
ed, however, that m spite of the calculations of U.S. ruling circles 
the economic state of many of them was such that new American govern- 
ment loans and credits were needed in order to 'revive' their economies 
bo a period of 'reconstruction and relief loans' from the United States 
set in. 

Stabilisation of the currencies of a number of European countries 
c arac. eristic of the period of partial stabilisation of capitalism, was 
put on the agenda by the whole course of postwar events. In Ihe early 
pei.od after the end of the war inflation was profitable to the bourgeoi- 
sie of the West European countries, since it helped them rob the working 
people through a lowering of real wages and increased the profits of the 
capitalist, monopolies Later, however, when inflation began to be a 
serious threat to the whole economy of capitalist countries and when the 
economic disruption and disorganisation of the credit and market re- 
lations between countries furthered a greater revolutionising of the sit- 
uation, which had been radically altered by victory of the Revolution 
m Russia and the subsequent powerful upsurge of the revolutionary move- 
ment throughout the world, the ruling circles of these countries guid- 
ed by a sense of class self-preservation, began to take measures to con- 
solidate their currencies. 

The United States, too, had an interest in that, having realised that 

^r f hTn° UntM f Pf ; yiDg ° ff ° f thG war deh,s ™* very problematical 
and that the greater their economic disruption, the less chances there 
were of the debts being repaid. Hence the vigorous activity developed 
oy U .S. ruling circles and their European debtors in 1920-23 to strength 
en the economies, and especially the currencies, of the European coun- 

IJ lfS. 

diff3nn PO Ti ll0 5 ° f G >^y* « 8 « defeated country, presented special 
oiinculty. The depreciation of her currency, and equally the general eco- 
nomy disruption, reached an unheard-of scale. That is clear from the fact 

ivll t Pui ; cha Tf K po ?f r of Llle inark had fallen f ™™ its prewar 

Ki5 S ° t0r °S4 5 tX ?%f < 10 "") lhe amou "t <* paper monev 
m circulation was 4% quintillion (10 18 ). 10 The extent of the revolution- 
ary movement in Germany forced the ruling circles of the USA Brit- 
ain, and France to look for radical ways of stabilising the position 
there, in particular of the currency. 

The USA moreover, had her own special reasons for looking for 
means to stabilise Germany's economic and financial position. 



tm„ fc / Lyubirnov. M ezhdunamdny kamtaUstichesky kredit-orudit 

SirfStoW (International Capitalist Credit as an Instrument of 

Imperialist Aggression), GosDnizdat, Moscow, 1951, pp 17-18, ium eni oi 
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(1) The USA had not lost hope of getting the European countries to 
epay their war debts. Her debtors, on the contrary, had been cold to 

the idea from the very beginning, pointing out that the huge war credits 
and loans had been received by them from the USA as an Allied Power 
and, consequently, could not be recalled on usual commercial basis. 
In other words, the United States was given to understand that the Eu- 
ropean Allies did not in general want to pay off their borrowings of war- 
time. 

When it became clear that ruling American circles did not intend to 
back down from their demands for payment of the debts and that they 
put their own vested interests above the sentimental motives of a 
'community of interests' and 'brotherhood in arms' in the war against 
Germany, put forward by the West European Allies, Britain, France, 
and other debtors of the USA made their repayment of the war debts de- 
pend on Germany's payment of reparations to them, reparations pro- 
vided for by the Versailles Peace Treaty. 

(2) The Anglo-American bourgeoisie, above all the American impe- 
rialists, moved by hatred of the young socialist state, already had certain 
far-reaching plans in relation to Germany (and this is the main point), 
which were to revive German militarism as their ally and push it 
against the Soviet Union. 

How U.S. ruling circles exploited the war debts question in order 
to revive German militarism is considered separately in Chapter 4. 
In this chapter we are dealing with the methods resorted to by American 
monopolists to exploit the war indebtedness of at least a score of coun- 
tries for their own expansionist aims during the war and early postwar 
years. In other words, we are concerned here with the United States' 
exploitation of the war debts and 'reconstruction and relief loans 
in the period before 1921-2, as economic and financial levers of expan- 
sion. The plans of American monopolies, striving for world domination, 
had already been clearly revealed then, plans that later became the of- 
ficial doctrine of those forces in the U.S. who prefer the arms race and 
intensification of international tension to peaceful coexistence of 
stales. 

The aims that U.S. ruling circles had linked with the granting of finan- 
cial aid to the Entente countries and other Allies during the war can 
be readily seen from how they were preparing the granting of the war 
loans. Even well before the USA's entry into the war, the biggest Ameri- 
can monopolistic groups— Morgan, Rockefeller, etc.— spared no effort 
to convince President Wilson of the need to permit the banks to make 
loans to the European Allies. Throughout 1914, 1915, and 1916 they 
were waging a continuous campaign through the American press they 
controlled for extending Joans to those countries. 

A well-known representative of American finance capital, Morgan's 
partner Thomas Lamont, had outlined the attitude of U.S. banking cir- 
cles to the war in Europe in a speech in April 1915 to the American Acad- 
emy of Political and Social Science at Philadelphia. In this speech, 
which was not then brought to the attention of broad strata of the Amer- 
ican people, he did not hide that the financial bourgeoisie of the USA 
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was interested from 'commercial considerations' in continuing the war 
ij. m order to make profit. He painted a perspective bZtli 

n , 17-° nVCr510 '- ° the USA int0 *• world banker through 5X 
peeled increase m American exports to Europe 

tracer" 'buv^H' ^ UnUed SUl&S COuld ' in the cas0 ° f a P™- 
Uacted war, buy back American securities still held by foreigners' and 
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dent Wilson of 5 March 1917, mentioned above. In this message whic 
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60, llmAritS tJTJrA^ A /i emU Au } P0liUcal and Social Sci ™*> 1915, 
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12 See F. Lundborg. Op. til., p 140. 
■ Cited from F. Lundberg. Op. tit., p 141. 
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It was typical of U.S. loans and credits that their terms were in fact 
dictated by one party, the United States. That is particularly true of 
the big government loans that followed the private ones extended to 
Britain by Morgan and certain other American bankers. (1) A quite high 
r ate of interest was charged. (2) The Allies were to spend the whole 
sums lent solely to buy American arms and munitions. (3) The loans 
were to be repaid in gold and not in goods. 

The granting of the loans led immediately to a vast growth of Amer- 
exports, to an increase of industrial production, unprecedented 
even for the USA, and to an extension during the war of opportunities 
for marketing U.S. goods. The terms subsequently greatly complicat- 
ed solution of all the problems of the war debts, arising from them, 
specially because the debts could not be met by goods, while their dis- 
arge by gold was ruled out by the very difficult economic and finan- 
cial conditions in the European countries and their lack of the necessary 
gold reserves. 

The United Slates posed the matter of payment of the debts imme- 
diately after the war. The American demand was simple: the Allies 
must pay off the war debts on normal commercial terms without discounts 
of any kind or rebates of either the principal or the interest. The only points 
subject to closer definition, from the American standpoint, were the 
dates of final repayment and when repayment would begin. The govern- 
ments of the countries entangled by the American war loans expressed 
the hope that, if the USA would not agree to write off the whole of their 
indebtedness, she would in any case reduce the sums due. The facts, 
however, indicate that the USA had no such ideas, and was insisting on 
repayment in full. As a result long negotiations followed between the 
U.S. government and the governments of the debtor countries, mainly 
that of Great Britain. 

It became clear right from the start of the negotiations that the ques- 
tion of war debts was interwoven with another important issue, viz., 
reparations from Germany. The British government immediately de- 
clared that it considered that the three main economic problems that 
were consequences of World War I were closely linked: (1) American 
war loans and credits: (2) the so-called inter-Allied loans as a whole; 
and (3) reparations from Germany. 

The United States continued to insist on her position during the ne- 
gotiations and only agreed to postpone payment of interest on the debts 
until the matter of their repayment as a whole was settled. The USA 
agreed to that, incidentally, only after the debtor countries faced the 
creditor with the fact that they had stopped paying interest because of 
the USA's ceasing to grant new loans, by which the interest had 
previously been met. 

The U.S. aims, now that the USA had become a world banker, were 
thus made quite clear in the very first years after the war. In order to 
realise her expansionist plans, she was then resorting to crude forms of 
pressure on countries that had fallen into debt bondage. Almost imme- 
diately after the roar of the guns had ceased on the battlefields, the USA 
converted the issue of the war debts into one of the most intricate inter- 



6-01530 



81 



national ^riftEs that **** ^ PlaC6 ' ^ **** re P arations - in 

There are many facts showing how the American monopolies exploit- 
ed the debts issue when realising their expansionist plans, underlying 
which was the design to revive militarist Germany 

Even before the end of the war the USA had given it to be clearlv 
understood that she did not intend to grant the Allies any concessions 
on the loans and that she wished to exercise her right, as creditor to the 
lull guided by her own vested interests. The following curious inci- 
dent was reported by The New York Times on 2 February 1925: during 
the discussion in December 1917 in the Inter-Allied Council on War 
Purchases and Finance on the granting of loans to Greece, the American 
member of that body, Oscar T. Crosby, frankly stated that he was em- 
powered to discuss that matter of granting ordinary loans without dis- 
counts or rebates of any kind and without allowing for the fact that the 
USA was m the war in the same camp with the Entente countries and 
tneir Allied states. His statement was made in the name of the U S 
government in reply to the Greek representative's question about how 
the loans being extended recently to Greece were to be regarded, and to 
his comment that the matter of repayment should be reviewed in the 
light of the ending of the war. 1 ' 

In fact the USA did not even want the settlement, of the debts to be 
n) ado the subject of discussion with her Allies. On a proposal by the 
French Minister of Finance M. Klotz, with which the British government 
associated itself, thai the matter of the war debts should be subject 
to joint consideration, Crosby frankly said that he was not empowered 
to discuss the matter. 

The Allies' attempts to get the debts discussed at the Paris Peace 
Conference .n 1919 were also not successful. The point was not even 
put on the agenda, in spite of the efforts of the British, French, and 
especially tbe Italian spokesmen. President Wilson did not want to 
hear mention of it, while the Secretary of the Treasury, Carter Glass 
hrmly rep hed to a written appeal by the French spokesman Edouard 
de Billy that the debt question should not be discussed at the Confer- 
ence or during the Conference, even separately from other matters 
trial, was the voice of a country that wanted to command and not to 
discuss the issue even with her allies. 

The^ British proposal made early in 1920 for full cancellation of 
Britain s war debt liabilities got no better a reception. The U S. Secre- 

*5 °\ t l 1 nJ reasU , ry David F ' HoT| ston declared in his message of 
1 .VI arc li 1920 to the corresponding appeal of the British Chancellor 
ol the Exchequer Leffmgwoll, of 9 February, that adoption of the 
British proposal was out of the question, and even threatened that the 
European countries would not receive another dollar in supplementary 
credits if they repudiated their obligations to the United States. 1 * 
Houston, a spokesman of American business, concluded bis reply to 

r>rr»!, /ThL r ar * W G n Mo " ,to " *@ Lc ,° Pasvolsky. War Debts and World Pros- 
perity (The Century Co. for the Brookings Institution, New York. 1932), p 53. 
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plea of the USA's British partner in the war to forget the debts 
order to strengthen the 'hope and confidence' of the European 
ions, as follows: 

It is very clear to me, however, thai a general cancellation of inter-govern- 
mental war debts irrespective of the positions of the separate debtor govern- 
ments is of no present advantage or necessity. A genera] cancellation as sug- 
gested would, while retaining the domestic obligations intact, throw upon 
the people of this country the exclusive burden of meeting the interest and 
of ultimately extinguishing the principal of our loans to the Allied govern- 
ments. This nation has neither sought nor received substantial benefits from 
the war. On the other hand, the Allies, although having suffered greatly in 
loss of lives and property, have, under the terms of the treatv of peace and 
otherwise, acquired very considerable accessions of territories, copulations, 
economic and other advantages. It would, therefore, seem that if a lull ac- 
count were taken of these and of the whole situation there would be no desire 
nor reason to call upon the government of this country for further contribu- 
tions. 18 

As is seen from his reply, the U.S. government, and the American 
monopolies backing it, took the 'lofty motives' their debtors spoke 
about into account least of all. They simply gave their authors once 
more to understand that, since the European Allies had profited from 
the territory, populations, etc., they had acquired, the USA must 
receive her mite in another form. The attempts of Britain, France, and 
the oilier Allies to link settlement of their war debts lo the USA in somo 
way or other with settlement of the inter-Allied debts as a whole, and 
with Germany's payment of reparations, did not help matters forward. 

Lloyd George, the British Prime Minister, made no headway on 
settlement of the debts issue either, after his exchange of letters with 
President Wilson (5 August and 3 November 1920). He tried to make 
repayment of the debts to the USA depend on Germany's payment of 
reparations. He also tried to link settlement of the inter-Allied debts 
between the European countries with solution of the question of the 
war debts owed to the USA. Ho declared that Britain could not renounce 
the sums owed to her by France if Ibis settlement was not treated 
as part of the settlement of the general issue of inter-Allied debts. He 
frightened Wilson with a prospect of a deterioration of relations be- 
tween Britain and the USA, and said that 

British public opinion would never support a one-sided arrangement at its sole 
expense, and that if such a one-sided arrangement were made it could not 
fail to estrange and eventually embitter the^relations between the American 
and the British people with calamitous results to the future of the world. 17 
Wilson, of course, did not agree with the British Premier's argu- 
ments and again said that the U.S. Administration still did not intend 
to retreat from its position. The reply was in essence a reproach to the 
British government for renewing attempts to obtain concessions from 
its Transatlantic partner in the war, in spite of the fact that the USA's 
position had been repeatedly stated. Wilson's reply to Lloyd George 
said: 

The United States government by its duly authorized representatives has 
promptl y and clearly stated its unwillingness to accept such suggestions each 

16 Ibid,, p 04. 

17 David Lloyd George. The Truth about Reparations and War-Debts (Heine- 
mann, London, 1932), pp 108-109. 
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time they have been made and has pointed out in detail the considerations 
which cause its decision. The views of the United Stales government have 
not changed, and it is not prepared to consent to the remission of any part of 
the debt of Great Britain to the United Stales. Any arrangements the British 
government may make with regard to the debt owed to it By France or by the 
other Allied governments should be made in the light of the position now and 
heretolore taken by the United States, and the United States, in making any 
arrangements with other Allied governments regarding their indebtedness 
to the United States (and none are now contemplated bevond the funding of 
the indebtedness and the postponement of payment of interest), will do so 
with the understanding that any arrangement would not affect the pavment 
in due course of the debt owed the United States by Great Britain. It is felt 
that the lunding of these demand obligations of the' British government will 
do more to strengthen the friendly relations between America and Great 
Britain than would any other course of dealing with the same. 18 
Wilson also did not agree with Lloyd George's conceptions about 
the need to treat, the matter of the Allies' indebtedness to the United 
States together with the question of reparations from Germany. His 
reply also said: 

This government has endeavoured heretofore in a most friendly spirit to make 
it clear that it cannot consent to connect, the reparation question with that of 
mter-governmenlal indebtedness. 19 

It concluded with a clearly expressed threat of the rise of 'a dangerous 

misunderstanding', as follows: 

Unless arrangements are completed lor funding such loans, and in that con- 
nection for the deferring of interest, in the present state of opinion here Ihere 
is likely to develop a dangerous misunderstanding. T believe it to be highly 
important that a British representative with proper authority proceed to 
Washington without delay to arrange to carry out the obligation of the British 
government. 20 

We have cited these extracts from the letters exchanged in 1920 by 
the heads of the American and British governments in order to illustrate 
how the USA, right from the start, stubbornly declined to put an end 
to the war debts issue and stuck to her position with bulldog determi- 
nation. She treated her partners in the war, who had fallen into debt 
to her, unceremoniously. 

Characteristically, Lloyd George did not cite a significant part of 
Wilson's reply in his hook mentioned above (obviously written to 
exonerate himself and the British government and to blame Washing- 
ton). The passages that would sound insulting to Englishmen are 
omitted. The U.S. Congress, wishing to stress its firmness on the debts 
issue, set up a special World War Foreign Debt Commission in February 
1922, which included the Secretary of State, the Secretary of the Trea- 
sury, the Secretary of Commerce, and two representatives of the Con- 
gress (a Senator, and a member of the House of Representatives). 

It became clear to the USA's Allies in the war, especially after the 
Brussels International Financial Conference (1920) and the Genoa 
Economic and Financial Conference (1922), which yielded no results 
as regards normalising international credit, that their hopes of any 
real concessions by the USA on this issue were without grounds As 



12 SS>* fl '° r co H - G> Moulton ;,nd L - Pasvolsky. Op.'cit.. pp 68-69. 
/ old. , p bo. 

20 Ibid., p 69. 
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a result, the British government was forced to reach agreement with 
the USA. The United Kingdom agreed to repay her debt, which came 
to §4,600 million at the end of 1922, over 62 years, with interest at 

3 per cent per annum until 1932 and 3 ~ per cent per annum over the 

next 52 years. 21 This laid the basis for corresponding agreements with 
the other debtor countries, as a result of which a number were signed. 

As was to be expected the agreements were all based on the American 
demands. Any differences related mainly to the rate of interest and 
term of repayment by year. 

Between 1923 and 1926 agreements were signed by 13 of the states 
counted as debtors of the USA at the time of the negotiations on settling 
the debts (without the USSR, which cancelled all debts of the previous 
governments and freed the Soviet people from the heavy burden of 
paying them oil). No agreement was signed with Greece then, whose 
government was still not recognised by the United States (an agreement 
was signed in 1929), and with Cuba and Nicaragua, whose indebtedness 
to the USA was already then considered settled by them. In addition 
the USA did not demand the signing of an agreement with Liberia since 
the American Congress had then granted that country a new loan, 
repayment of which was also considered to cover her old indebtedness. 
An agreement was signed with Austria only in 1930. 22 

21 Ibid., pp 84, 91. 

23 Let us recall the indebtedness of the different countries to the United States 
(in thousands of dollars): 
Table 3.3 

Total Principal and Interest to Re Paid 
to the USA by 15 War Debtors 



Country 


Principal 


Interest 


Total 


Austria 


24,614 




24,614 


Relgium 


417,780 


310,050 


727,830 


Czechoslovakia 


115,000 


197,811 


312,811 


Estonia 


13,830 


23,877 


37,707 


Finland 


9,000 


12,695 


21,695 


France 


4,025,000 


2,822,674 


6,847,674 


Great Britain 


4,600,000 


6,505,965 


11,105,965 


Greece 


32,467 


5,623 


38,090 


Hungary 


1,939 


2,815 


4,754 


Italy 


2,042,000 


365,677 


2,407,677 


Latvia 


5,775 


10,015 


15,790 


Lithuania 


6,030 


9,039 


15,069 


Poland 


178,560 


303,114 


481,674 


Romania 


44,590 


77,916 


122,506 


Yugoslavia 


62,850 


32,327 


95,177 



The total of the debts shown in the Table came to $22,259 million, includinir $10,679 
million in interest payments. (H. G. Moulton and L. Pasvolsky, Op. cii., p 91). 
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§2. Financing the 'export of counter-revolution' 

^MuTSx'r ,0 fry £*k»K&^ 

sovid ; t te ot 1S „ r„ trated *?* Bxtrerae hostait y <*> *• 

c.iivii.1 5lat e not just as an organiser and participant in intervention 

•O^^rfR^lfifcS WerG ea ™ arkod f «» the Provisional 

After the October Revolution broke out tJi A ft Q „lv, in 
i novemnei 1,11/ was closed m December 1917. The remaining ns£ 

one, opened by private American banks, to nL,cc the co„„torS,™iu- 

a plan' t?»aHt^^ iD f the USA eooked „p 

loan in he^™nt n f It ,3 °'f P™? 18 ^? 1 twwwrt 8 substantia" 

hnanc.a a„ to the Provisional government. The Se^retlrv of State 
- co ad t£ SfckSfiTK t0 ^V*-** l ''e possibility of st.ch a loan 

The requirement of continuing the war ■« L-n' ? a ? " 

the p.ans of Anglo-French impfrialLn and „ j t ° f' £5SZZ%& 

jrssreatt pnr P R oS inn w — - W^W^ 



PP 146?147 E * FiSk * The Inter - AU ' J DebU Trust Co.. New York, 1924), 

24 Krasnyi arkhiv, 1927, 5 (24): 32. 
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The U.S. government found other ways, too, of giving help to the 
jnemies of the revolution. It was not fortuitous that it continued for 
a year-and-a-half to open various kinds of credits for Britain, France, 
and other countries involved in intervention against the Soviet Repub- 
lic. The papers, published later, of the then U.S. Secretary of State 
Robert Lansing, contain an interesting cable of 13 December 1917 
from the State Department to the American Ambassador in Britain. 
This cable said: 

It would seem unwise for this Government to support openly Kaledine and 
his party because of the attitude which it seems advisable to take with the 
Petrograd authorities, but it is felt that the Kaledine group should be shown 
that the Allied Governments are most sympathetic with his efforts. Without 
actually recognizing his group as a de facto government, which is at present 
impossible since it has not taken form, this Government cannot under the law 
loan money to him to carry forward his movement. The only practicable course 
seems to be for the British and French governments to finance the Kaledine 
enterprise in so far as it is necessary, and for this Government to loan them 
the money to do so. In that way we would comply with the statute and at the 
same time strengthen a movement. 25 
Three days earlier Lansing had written to President Wilson 

that the hope of a stable Russian Government lies for the present in a 
military dictatorship backed by loyal disciplined troops, [and] 

That the only apparent nucleus for an organized movement sufficiently strong 
to supplant the Bolsheviks and establish a government would seem to be the 
group of general [stalTj officers with General Kaledine, the hetman of the 
Don Cossacks.' 26 

These facts alone arc Sufficient to make it clear what means the 
U.S. government was resorting to in order to help the White Guard 
generals. And there are quite a few such facts, as is evidenced by the 
Lansing Papers, the memoirs of Colonel House, President Wilson's 
adviser, and other papers relating to the time. 

The U.S. government's policy toward the young Soviet Republic 
was hypocritical through and through. While aiding the White Guard 
generals it at the same time hid from the public its action to finance 
intervention mentioned, in particular, in Lansing's cable quoted above. 

It is useful in that connection to point out that the Constitution of 
the USA, for example, specifies that the United States is not obliged 
pay debts if thoy were incurred through help from outside for a re- 
fellion within the USA. Amendment 14 to Article VI of the Constitu- 
ion reads: 

neither the United States nor any State shall assume or pay any debt or obli- 
gation incurred in aid of insurrection or rebellion against the United States. 27 
The book of General W. S. Graves, who was Commander-in-Chief 
of the American interventionist forces in the Far East of Russia, by 
no means comes last in exposing the two-faced and hostile policy of 
the American monopolists. In it he pointed out the duplicity of those 
who determined U.S. policy in relation to the Soviet state. Noting 

25 Papers Relating to the Foreign Relations of the United States. The Lans- 
ing Papers. 1914-7920, Vol. 2 (U.S. Govt. Printing Office, Washington, D.C., 
1940), pp 345-346. 

2u Ibid., p 343. 

27 Cited from The Europa Year Book 1973, Vol. II (Europa Publications, 
London. 1973). p 1586. 



87 



cttmsted wealth and of it" di lr Lm o? to V° nlro1 * ha ' *i» of ac- 
nrofetariat of all countries, to the ^?mo?.nt^.H°S? J i t i ' ! , a 2 :,p| "' al ,0 
fteit namlew are urged to KShS JSS d f ft< ?.™«' by 
danger ,n view of the present .SSffgS SSjS he wo^d ^ reil1 

psisiiSiiii 



!n' J h K* USe ° f War debfs as a mean * of pressure 
on debtor countries K 

77*e Za«smg Papew, Vol. 2, pp 346-348. 



88 



The Romanian government tried to nationalise the oil industry of 
its country in 1924, and in that connection passed the appropriate law. 
The American oil companies categorically resisted this, since they had 
substantial investments in it. The U.S. government, obeying the 
will of the companies, made representations to the Romanian govern- 
ment, declaring that if a law nationalising oil were passed it would 
require redemption of Romania's indebtedness to the United States. 
The interests of the American oil companies, of course, came out on 
top. Romanian oil continued, as before, to be in the hands of foreign 
capital, which controlled its extraction and refining until a people's 
democratic system was established in the country that put an end 
to the domination of foreign capital in its economy, including the oil 
industry, and returned its oil wealth to its real owner, the Romanian 
people. 

A member of the French parliament, Marain, expressing the dissat- 
isfaction of certain French circles with the stand taken by the United 
States on war debts, accused the USA of egoism in a speech in January 
1925. If she had given the European Allies financial aid, he said, it 
did not mean that she should demand that they pay the debts, since 
they had been sacrificing the lives of their sons while she was sacrificing 
money. He said sarcastically that American money had been one of 
the weapons but not so valuable as the lives of 1,450,000 Frenchmen 
killed in action and 300.000 who died of wounds. This speech, which 
corresponded to the mood of the overwhelming majority of the members 
of the French parliament, provoked an immediate response by the USA. 
Pressure was immediately put on France, by closing the American 
money market to French bond issues, and even greater pressure by 
demanding to speed up payment of her war debts. This incident largely 
explains why agreement on France's indebtedness was only reached 
in 1926, and was not ratified until 1929. 

The United States was exerting pressure on Italy for a long time, 
not allowing her to borrow in the USA. But when U.S. ruling circles 
became convinced that Mussolini was the man for the American monop- 
olists, the obstacles to floating Italian loans in the USA were removed. 
That happened formally in 1925 in connection with Italy's signing of 
an agreement settling her war debts to the United States, but in essence 
the change in attitude to Italy was evoked by exclusively political 
motives, and primarily by the House of Morgan's granting the Mus- 
solini regime a loan of £100 million. 30 

The activity of U.S. banking and industrial monopolies in Italy 
was only a prelude to what they soon undertook on a much bigger 
scale in regard to Germany. 

Almost every European country that was a U.S. debtor experienced 
direct pressure by the American government in one form or another. 
At first it was done in order to force them to start repaying the debts 



For further details see George Seldes. One Thousand Americans (Boni & 
Gaer, New York, 1947), p 81. 
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and sign the appropriate agreements, and when the agreements were 
signed, to force them to honour same. 

The countries of Latin America were subjected to no less crude 
methods of pressure, which has beon furthered bv consolidation of the 
USA's role and influence in them during the war at the expense of 
a weakening of the influence of Britain and Germany. The pressure 
was exerted in various ways: by an increase in direct capital invest- 
ments, by the granting of loans and credits to certain Latin American 
countries, and finally, in the form of direct military and political 
penetration. The majority of those countries, because of the one-sided 
•character of their economies, had become increasingly dependent, on 
the American market with all the consequences for their economic 
and political position stemming from that. The real bosses in many of 
them became the big American monopolies waxing fat during the war. 

Here are some typical examples of the pressure the USA put on 
Latin American countries in connection with the settlement of debts. 

the government of Cuba had obtained a loan from the USA because 
Of the enslaving dependence of the Cuban economy on her, and the 
harsh exploitation of the Cuban people by American capital. The Amer- 
ican government has expressed readiness to grant the loan while in 
mU it demanded the right to exercise full control over Cuba's budget. 

In 192f, loo, the government of Bolivia requested an American loan. 
It was granted, but only after the Bolivian government had agreed 
under American pressure, not to make agreements with anyone without 
the approval and permission of the American banks. Tu" other words 
Bolivia was saddled with an obligation incompatible with the principle 
of stale sovereignty, while American capital got an important means 
ot cont.ro over the Bolivian economy and mineral resources which 
had long been its aim. 

The United States had takeu control over the budgets of countries 
in the Caribbean Basin, especially over their customs services since 
the end of the nineteenth century. The agreements on American loans 
tor I hem directly specified the USA's right to use armed forces to 
defend' the interests of American capital if the American government 
deemed it necessary. That fact alone shows that loans, credits, and 
direct military intervention have long formed a single whole in the 
policy of U.S. monopoly capital. This triad was employed as a powerful 
battering-ram in order to enrich the monopolies. 

The dollar diplomacy of pressure and blackmail, control over 
a country s finances, and direct armed intervention in its internal 
allairs — were the means American imperialism employed for decades 
in relation to Latin American countries (and not just them), using 
loans and credits as a lever of expansion. In pursuing thai policy the 
American monopolists trampled principles like the Calvo doctrine 
mlo the mud, a doctrine that had been developed in those countries 
because of their need to protect their sovereignty against the encroach- 
ments of American capital. 

President Coolidge's statement that 'the person and property of 
a citizen are a part of the general domain of the nation, even when 
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abroad 31 was indicative of this disdain for the vital rights of small 
nations. It is not difficult to unravel its sense. Those who expressed 
dissatisfaction at the crude pressure exerted bv the U.S. government 
in connection with the terms il imposed when granting credits to 
small countries, and in connection with the mounting export of private 
capital, were given to understand that American capital intended to 
operate unceremoniously. American economists noted that, after this 
statement of Coolidge's, countries that expected concessions from the 
USA were forced once more to agree to ensnaring terms for their loans 
Only later, when the whole plan for settling the inter-Allied war 
debts was hung up because of the Allies' refusal to pav their debts to 
the United Slates in future, did Washington deem it impossible to 
insist on including, in corresponding agreements with Latin American 
countries, the above-mentioned proposal on the use of armed force 
against countries not paying their debts and on direct control over 
their budgets. But in 1945, when the Minister of Foreign Affairs of 
Uruguay (clearly on orders from the U.S. State Department) moved 
a proposal at the Panamerican Conference to consent to collective 
intervention m the internal affairs of states taking pari in the Confer- 
ence in the event of a breach of their obligations, the American delega- 
tion immediately declared the proposal acccplable. Tt was not difficult 
to understand thai the USA was trying to resurrect the old practice to 
Which acceptance of the Uruguayan proposal would give a colouring 
ot "collective measures' applied in the name of ihe Panamerican Union 
I he overwhelming majority of Latin American countries, however 
received the proposal coldly, considering the moods of Ihe broad 
masses of their people. 

We have already said above that the Anglo-French bourgeoisie 
linked settlement of the war debts to the United Stales with Germany's 
payment of reparations to the Allies, and so made solution of both 
these matters even more complicated. The agreements signed between 
the USA and most of the debtors in the 1920s were only a palliative 
as regards solution of the debts problem. At best thev ensured partial 
repayment of the war debts by the European powers, as events sub- 
sequently confirmed. 

One may legitimately ask, therefore, what was the interest of the 
ruling circles of the USA, and of Britain and France, in settling the 
debts question? All subsequent American policy in Europe, especially 
in relation to Germany, indicates that American monopoly capital 
was not in fact interested in a settlement. That is clear above all from 
the fact that the I SA refused redemption in goods but strove to exploit 
the debls as a lever of pressure on the states that had fallen into depen- 
dence on her. 

Immediately after the war the United States well knew that repay- 
ment ot the debts was an unreal matter. The debt issue, however, was 



3J Cited from Raymond F. Mikesell. United States Kconomic Policy and Inter- 
national Relations (McCxlaw-TIill, New York. 1952), p 70. 



an effective means of Wall Street pressure on European countries' policy 
lor a long time, above all on that of the United Kingdom and France 
the facts indicate that the British bourgeoisie were also not really 
striving to settle the debts question, although the British government 
initially tried for an agreement with the USA on cancelling I hem since 
treeing the United Kingdom from debt dependence would have nntied 
ner Hands in Europe and elsewhere. But as soon as the ruling circles 
01 me USA and Lmled Kingdom found a common language inflat ion 
to Germany, the matter of the old war debts to the United State* began 
to Jose its acuteness. Its subsequent fate was closely linked with the 
issue of German reparations, and on the whole with Anglo-American 
policy toward Germany aimed at resurrecting German militarism 
bo, the intricate web of the former war Allies' policies, woven from 
antagonisms, disagreements, and coincidence of views on the world's 
future development, determined their behaviour in Eurooe and through- 
out the world. " & 

§4. The U.S. approach to the 'Russian debts' 

The practice widely employed by the U.S. government and American 
monopoly capital of exploiting foreign states' indebtedness to them as 
an instrument of pressure was manifested most openly in the TJ S 
approach to the question of the 'Russian debts'. 

The Soviet government's measures to cancel Russia's loans (the 
AafoT 1 A,1 - Russia Central Executive Committee of 10 February 
1.MS) and Its other measures taken in the very first months after the 
Revolution/ 2 which freed the country from the foreign capital that 
had been penetrating it for decades, evoked a sharp negative response 
from the ruling circles of the Western Powers, especially the USA 
the diplomatic corps in Petrograd, with the participation of the 
U.S. Ambassador, protested against this historic measure on 26 Febru- 
ary. Iheir protest said: 

All the Allied and neutral t ambassadors and envovs accredited in Petrograd 
inform he Commissariat at Foreign Affairs by the present that they consider 
2f *£tetef ° f I* 6 ^ 0, H rS and Peasant ! Government on the cancellation 
U^c^ 7 a l Xlm ° f V r ?^ rl y- etc - in c ° as they affect the interests 

nn * t g J ° be ,nval,d : \ lhe ™ mi> fime the ambassadors and envoys 
note hat their governments retain their right at any time they consider it neces- 
sary to press for salislaction and compensation of all losses and damages that 
av he incurred through implementation of said decrees, for foreign states 
m general, and lor their subjects living in Russia in particular ™ 
lhe Soviet government did not decline to find a solution of the 
debt issue s atisfactory to both parties. This was expressed in the mes- 

32 Decrees on the nationalisation of banks (27 December 1917): on the insowv- 

lZ Mc ) f:r Clep,,S1, , 01 ^ l ln , banks 'F, December 1917); on ,«*ialJat on f 1 be 
land (19 February 1918); the decrees of the Council of People's Commissars nation 
alising the merchant marine (8 February 1918), confiscating the share % a of 
the former private banks (8 February 1918). caprcai oi 

Moscov 1926) Hl9 ' ' 3 DecIarali <™). 2 (Litizdat. NKTD, 
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sage of the People's Commissariat of Foreign Affairs of the RSFSR 
of 4 February 1919 to the Paris Conference, and in the talks that Lenin 
had with President Wilson's representative, William C. Bullitt, in 
March 1919. It is also clear from the note of the Foreign Commissar 
G. V. Chicherin of 28 October 1921 to the British, American, French, 
Italian, and Japanese governments, which said: 

The Soviet Government is receiving demands from other Powers for recogni- 
tion of tbe old debts of the Czarist Government. The Soviet Government declares 
that it is its firm conviction that no nation is obliged to pay the cost of the 
chains it has worn for centuries. 

But in its unwavering resolve to reach full agreement with other Powers 
the Russian Government is ready to make a number of substantial concessions 
on this vital issue... 

The Russian Government declares that it is readv to recognise its obliga- 
tion to other states and their citizens for state loans contracted by the Czarist 
Government, before 1914. 34 

The Genoa Conference of 1922 was an important stage in review of 
the problems of war debts. It presents interest from many angles when 
one is analysing this intricate knot of international contradictions 
that arose after the end of World War I. 

(1) It was an attempt by the Western Powers, and especially Britain, 
to find a way out. of the economic difficulties that they (and defeated 
Germany) were experiencing after the war, and so facilitate solution of 
the war debts problem. 

(2) It became (and this is the main point) the first diplomatic duel 
of the young Soviet slate with the imperialist, powers who were trying 
to impose dictated terms on it for 'economic co-operation' and to force 
it to pay the huge debts of the czarist and Provisional governments. 

(3) It was indicative in this respect that the United States, while 
not formally represented at the Conference, nevertheless clearly de- 
clared she must take part in implementing any measures that might 
emerge from it to regulate economic relations with the Soviet state. 

The initiators of the Conference, notably Britain and France, put 
up a united front against the Soviet Republic on the issue of the pre- 
revolutionary Russian governments' debts. While refusing to discuss 
the important question posed by the Soviet delegation of a universal 
reduction of armaments, and limiting itself to discussion of economic 
questions, the Conference in fact concentrated all its attention on the 
matter of the 'Russian debts'. The main initiators of the Conference, 
moreover, pleaded the resolution of the Allied Supreme Council', 
already drafted and adopted by them in Cannes on 6 January 1922, 
which strictly limited the agenda of the Genoa Conference. This resolu- 
tion contained points among the terms of reference of the planned con- 
ference that states desiring foreign credits would undertake to 

(a)... recognise all public debts and obligations which have been or mav be 
undertaken or guaranteed by the State, by municipalities or other public, bodies, 
as well as the obligation to restore or compensate all foreign interests for loss 
or damage caused to them when property has been confiscated or withheld. 



34 Cited from Idem. Op. cit.. Part 3. Book I (Litizdat NKID, Moscow, 1928), 
p 141. 
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$li\«f*$$ S \L* legal and j" ri4li( -«^ m*m which sanctions and enforces coin 
nicrcial and other contracts with impartiality « fn.orces com- 

™ n 116 r f° Iutio ? of th ? Supreme Council also said that foreign capital 
could not be made available lo assist a country unless foreign investor 

RSt^ f P1 *° Perty ^ thc rights be ^peeled and 

Joint of fhl T f Ilter ? nSe f ecure ? t0 ,hem '- 36 The l **> concluding 
point oi the resolution directly said that 

in Kn<sil (> %h/Hn'V h ^' ()n(litSoi,S K****? ^ f» development oi the trade 
in nussja, the Russian Government demands official recognition the All ,,i 

SenTaSn* B7ft±5 5^ "ft^"^ only if the R u ss i an G ov e n - 
inens accepts the ioregomg stipulations. 37 

I he line of the proceeding of the Conference in Genoa had thus 
been decided even before it was convened. It was clear even then wha 
the Allies intended to press for at it. The Soviet delegation, guided by 
the instructions of the Soviet government and personally of Lenin 

— Wh l d,d baUle WUh *S ^mmml of 
poweis. While expressing a readiness and desire for commercial and 
economic relations to be normalised between the Soviet Republic and 
the capitalist world (which had already had time by then to become 
convinced that it was powerless to strangle the Soviet state by blockade? 
the Soviet delegation however, categorically rejected every hankering 
of the imperialists of Britain and France (backed by the United States! 

lament " ^ * <~i«n & 

R n^rit' 8 ;f f * si ^J&* France, whose representatives displayed 
HZ Lt V; y d 7t 1I,g to«jeu*tan 0( the P° int nb ^t Soviet RLia's 
»7X ° dGbtS and 1 aboul thG ^ ranti ^ of **X concessions and 
privileges to foreign capital in Russia, has been adequately diseased 
in the Soviet literature. There are also works on this point in We stern 
* Uhou f f of the capitalist countries is deliberate y 

embe hshed in then.. Western historians and economists invariably 
impute noble motives to these powers, by which thev are alleged to 

ften^P^hnf ld , ed t dl ; riDg diS f USSi ° U 0f the debts ^eetion at thf Con- 
feience, but which have nothing in common with reality 

still nnt r hpin°i! S } atQS Plfl y ed on **■ issu * then has 

still r ot been adequately elucidated either in the foreign or the Soviet 

r WeSt r' n W ° rkS l K r0le ° f thG Am ^»n monopoH s 
duung the Genoa discussion of the debts issue is deliberately and 

g*? W P ° S i ti0n Vis '^ is Soviet Russia ?n gL«a] 

at that time, and in particular the U.S. stand on the capitalist world's 

32nM2^ bGlng diSCUSSGd at lhe Conference irdicat 

Inview of that we need to go into the matter more deeply. 



35 Resolution (moved by Mr. Lloyd George and passed hv the Allied F«w«* 
MteS^W'J*^ G ' 4 ?? 2 >' P^menU on British fZtgn MtaT^SSSff 

36 Ibid, 
^ fbid. 
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The U.b. government had disclosed its attitude to Soviet Russia 
though m veiled form, in its reply to the Italian government's invita- 
tion to take part in the Genoa Conference. The note of Charles Evans 
Hughes, the U.S. Secretary of State, of 8 March 1922, to the Italian 
Ambassador V. R. Ricci, in which the USA notified her refusal to take 
part in the Conference, pleading its political character, contained the 
following curious statement: 

It is also the view of this Government— and it trusts that this view is shared 
by the governments who have called the Conference-that. while awaiting 
the establishment of the essential bases of productivity in Russia . . . without 
which this Government believes all considerations of economic revival to be 
lutiie. nothing should be done looking to the obtaining of economic advant- 
ages in Russia which would impair the just opportunities of others. 38 
ine b.b. demand to the participants of the Conference was essen- 
tially one for an 'open door' policy in relation to the Soviet Republic, 
a demand that the United States had been persistently defending in 
relation to China since the end of the 1890s. The U.S. government and 
the American financial, monopolistic groups behind it, who already 
knew that the West European poweis were trying to saddle dictated 
terms for economic 'co-operation 1 on to the Soviet Republic, not only 
did not oppose them, but even demanded participation in pillaging 
the wealth of the Soviet people. The U.S. claims boiled down to the 
following: you may impose any terms you deem necessary, when discuss- 
ing the debt question and economic relations with the Soviet Republic 
but bear in mind that the United Slates must be a parly to the exploita- 
tion of Russian wealth. 

This U.S. directive was a signal for the West European states that, 
however tar they went m their demands on the Soviet government, they 
had a confederate in the shape of American Big Business, which had 
repeatedly tried to lay hands on the wealth of Russia. 

The fact that American capital had historically begun to penetrate 
the economy of czarisl Russia later than French and British forced 
it to be on the alert and to exploit every chance to infiltrate her indus- 
try, agriculture, etc. As we showed in Chapter 2, American capital was 
penetrating Russia's economy on a broad scale before and during 
W orld War I. Some of the American oil companies, which had been 
evincing particularly great interest in the outcome of the Genoa Confer- 
ence, had made progress earlier in preparing the ground for possible 
future expansion. Their capital had been placed in a firm Vacuum 
Oil and Co., set up in Russia, which was a subsidiary of the American 
Vacuum Oil Co. The interests of the American shareholders were served 
by one of the biggest. U.S. banks, the National City Bank of New York 
As we said above, American capital had also penetrated life insurance 
societies. 

The proposals put forward by the British and French as the basis 
for discussion showed how far Britain and France went in their demands 
on the Soviet government as regards the debts and the price that the 
Soviet Rep ublic should pay, in the view of their ruling circles, for 

,t, ™ f a l> ers Bdatir? X the Foreign Relations oj the United States. 1922 Vol 1 
(U.S. Govt. Printing Office, Washington, D.C., 1938), p 393. 
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recognition by the capitalist states and the establishment of economic 
relations: 

1. acceptance by the Soviet government of the financial obligations of 
the czarist and Provisional governments; 

2. recognition by the Soviet government of the financial engagements 
of all provincial or local authorities previously existing in Russia; 

3. acceptance by the Soviet government of 'liability for all actual 
and direct losses ... due to the action or negligence of the Soviet 
Government or its predecessors or of any provincial or local author- 
ities'; 

4. the setting up of a special 'Russian Debt Commission' and 'Mixed 
Arbitral Tribunals' to determine these matters; 

5. inter-governmental debts arising after 1 August 1914 to be consid- 
ered completely discharged by the payment of net sums to be sub- 
sequently agreed by the parties; 

6. all claims by Russian nationals for 'loss or damage arising from 
hostile military or naval operations' to be taken into account when 
calculating the total of the above-mentioned sums, but without 
prejudice to the corresponding provisions of the Treaty of Versailles; 

7. 'balances standing to the credit of a former Russian Government 
in any bank situated in a country the Government of which made 
advances to a former Russian Government' to be put to the account 
of the government that made the advances. 39 

The proposals further stipulated abolition of the Soviet government's 
foreign trade monopoly and the establishing of a 'regime of capitula- 
tions' for foreign nationals on Soviet territory, such as was practised 
as a rule by the colonial powers in dependent countries of the Orient. 
What that meant was spelled out in a French memorandum of 5 Feb- 
ruary 1922 to the British government, which said: 

It is inconceivable, in fact, that it would be possible to respect the right of 
property if it did not exist. It must therefore be admitted that in this case 
the rights and interests of foreigners will not be subject to the local internal 
law. hut will remain governed by the national law of the foroigners them- 
selves, and will be recognised as such in the Country: we thus come to 
consider a veritable regime of capitulations. 40 

The proposals also contained other points on economic and finan- 
cial matters, etc., that were incompatible with the sovereignty of the 
Soviet state and the interests of the Soviet people. It is quite enough, 
however, that the proposals, introduced for the Conference's considera- 
tion with the knowledge and encouragement of the United States, 
contained demands for the payment of debts, the restoration of nation- 
alised enterprises to foreigners, abolition of the monopoly of foreign 
trade, the granting of a 'regime of capitulations' for foreigners living 
on Soviet territory, to make not only the real role of Anglo-French 



:l9 Papers Relating to the International Economic Conference, Genoa, April- 
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imperialism clear but also tliat of tho American imperialists, who were 
striving to profit from pillage of the Soviet country's wealth. 

In spite of certain differences between the British and French delega- 
tions on separate issues and certain amendments to the original propo- 
sals (agreement to cancel Russian wartime debts), Britain and France 
defended their proposals to the last ditch. The justified counter-demands 
of the Soviet government for compensation for tho damage suffered by 
the Soviet state from the devastation caused by the Allies' intervention 
and by the White Guard forces, financed and supplied by the Entente 
countries and the United States, wore rejected by Britain and France. 

Such were the shackling conditions that the imperialist powers 
tried to impose on the Soviet people, and such was the reason why the 
United States supported the stand of Britain and France at the Genoa 
Conference and their claims on the Soviet state. The fact that the 
U.S. government did not formally take part in the Conference does 
not alter the matter. By encouraging Britain and France in their 
hostile, expansionist demands on the Soviet people, it exerted no less 
influence on the course of tho Conference than if it had taken a direct 
part. While formally standing aside it in fact acted as an ally of France 
and Great Britain. 

This formal non-participation was not, of course, dictated by good- 
will on the part of the American imperialists toward the Soviet Repub- 
lic but was due to U.S. uneasiness whether Britain and the other debtor 
countries would raiso the whole question of writing off the war debts, 
a matter that in the U.S. view was not subject to discussion at any 
international conference whatsoover. The American government had 
given that to be unambiguously understood by its Allies at the Paris 
Peace Conference, during negotiations with the European governments 
concerned. And so that there should be no vagueness among the debtors 
about America's position in regard to war debts, the American Senate 
passed a resolution on 9 February 1922, i.e. on the eve of tho Genoa 
Conference, on the need for the Allies to settle their indebtedness to 
the United States. 

By not taking a direct part in the Conference, the U.S. government, 
moreover, bore no responsibility in case it failed, the more so that 
American imperialists, like the European organisers of intervention 
and economic blockade against the Soviet Republic, had been convinced 
by that time that the Soviet government could hold its own not only 
on the field of battle but also in diplomatic struggle in the international 
arena. 

How much American bankers and industrialists wanted to see 
the Soviet country tied hand and foot by obligations to repay foreign 
debts can be judged from the unusual sensitivity with which the U.S. 
government reacted to every event taking place at the Conference. 
Here is a typical example. 

When it becamo clear that the Conference had run up a blind alley 
because of its organisers' stand in refusing agreement, the Soviet 
government took the following step to deprive the imperialist countries 
of any excuse to blame it for failure of the Conference, and so as to 
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split the Allies' front. It declared that it was prepared, in the ovent 
of receiving financial aid from outside and official de jure recognition 
of the Soviet stale by the interested powers, to make concessions on the 
matter of losses resulting from intervention and the blockade, the 
prewar debts, and tho payment of compensation to foreign property- 
owners. The United States hastened, however, to put direct pressure 
on the participants in the Conference in order to prevent agreement 
being reached, which it did when Lloyd George still continued to pre- 
tend that he was looking for possibilities of an agreement, and ex- 
claimed to pressmen that, in view of the Soviet delegation's stand, he 
'would have to go back to 2,000,000 unemployed and say he had got 
nothing', 41 while the French Minister of Foreign Affairs, Louis Barthou, 
'would have to go back to his 1,200,000 bondholders and tell them he 
had obtained nothing'. 42 

Through its observer, the American Ambassador in Italy, Richard 
W. Child, through whom Wa .lington followed the course of the Confer- 
ence the whole time, the U.S. government gave the British Premier 
to understand that the absence of unity among the British and French 
was dangerous and could lead to undesirable results. 

Convinced that the imperialists' plan in regard to the Soviet Republic 
had failed at the Conference, the U.S. government advised adjourning 
it. The British and French, as tho facts show, did not ha ve to be persuad- 
ed of that because they, having been rebuffed by the young Soviet 
Republic, had come to the same conclusion. 

But U.S. direct pressure on the Conference was not confined to that. 
Child, when advising adjournment, proposed, no more and no less, 
making an 'inspection of Russia'. Wall Street wanted then to send 
a host of the American 'inspectors' to Soviet Russia, who are now 
flooding countries that have become dependent on American monopoly 
capital. Furthermore, because of its fear that the West European capi- 
talist powers would put the United States in a disadvantageous position 
through some sort of agreement with Soviet Russia, the White House 
proposed through Child that no separate agreements should be conclud- 
ed with the Soviet Republic (i.e. without participation of the United 
States). It is not surprising therefore that American oil companies had 
rushed (in conditions of active interference by the U.S. government 
in the proceedings of the Conference) to buy up the shares of former 
Russian companies for extracting and refining petroleum, foreseeing 
a handsome profit, especially from the Baku oilfields. 

Lloyd George had every grounds for saying: 'But if we can set... 
things right at this conference, I feel sure that America will not merely 
come in, but come in gladly.' 43 He was not mistaken. The American 
monopolists were only awaiting a suitablo occasion to hurl themselves 
onto Soviet oil and other riches and pillage them for their own profit. 



Documents on British Foreign Policy, 1919-1939. First Series, Vol. XIX 
(HMSO, London, 1974), p 772. 
42 Ibid. 
1:5 Ibid., p 342. 



98 



What the demands the American and Anglo-French imperialists 
w ere trying to impose on the Soviet people would have meant can bo 
seen from the following. 

A demand was made for the Soviet government to pay 18 billion 
roubles to cover the debts of the czarist and Provisional governments, 
although their total indebtedness was not in fact more than 12,250 rail- 
lion roubles. The Allies tried to include every kind of arbitrarily and 
groundlessly estimated outlays that they allegedly bore because of 
unpunctual payment of the debts, etc. The figures adduced show what 
a financial and economic burden Soviet government saved the workers 
and peasants of Russia from. 

Payment of the sum mentioned would have meant around 120 roub- 
les per head of the population of the Soviet, country (taking the popula- 
tion at 150 million), and around 480 roubles per family (in prewar 
roubles). 

In order to get a more exact idea of what it would have meant for 
the worker and his family in the conditions of landlord-capitalist 
Russia, one has to compare this figure with the pav of a worker in 
czarist Russia. 

In an article Our 'Achievements , published in 1913, Lenin wrote 
that the average pay of a factory worker in Russia in 1911 was 251 rou- 
bles a year. 44 And that was after a certain rise in workers' wages as a re- 
sult of the strike struggle of 1905-07 led by the Bolsheviks. That means 
that a family with one wage-earner would have had to pay a sum, for 
foreign debts alone, equal to a worker's average pay for almost two 
vears. 

If the debts had been repaid over ten years, it would have worked 
out that a family with one wage-earner would have paid out 48 roubles 
a year on the average, or around 20 per cent of the earnings of an aver- 
age-paid worker. 

There is no doubt that the sum would have been much higher in 
fact, since the government, either the czarist or the bourgeois Provi- 
sional one, would have tried to lay the burden on the workers and 
peasants and not on the capitalists and landowners. In other words, 
what would have happened was what did happen after World War I 
with the repayment of the West European Allied countries' debts to 
the United States, and the repayment of the debts of the debtors of 
Britain and France; the debtor countries shifted the whole burden 
onto the working people. 

Neither the czarist government, nor the Provisional government, 
of course, could have counted on any leniency from their creditors as 
regards the war debts, let alone the prewar ones. The following facts 
are worth noting in that respect. 

In July 1916 a conference of the finance ministers of Russia, Brit- 
am, and France was held in London. The Russian Minister of Finance 
Bark, who arrived accompanied by the Chief of the General Staff 
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of the Russian Army, General Bolyaev, reported to the conference 
that the czarist government had exhausted its financial resources, 
including the credits of $ 618 million recently opened for it. He report- 
ed, further, that Russia needed an additional loan of at least $1,450 
million, with the right to use it to pay off indebtedness to Italy, Japan, 
and the Scandinavian countries. The British government agreed to opan 
additional credits on condition that Russia made over to the British 
Treasury gold ingots worth $58 million in order to cover the outstand- 
ing indebtedness under previous credits, on which Russia had already 
sent Britain hundreds of millions of dollars in gold. 

The czarist government was thus forced to pay out its last reserves 
of gold, the existence of which the Minister of Finance had boasted 
about. 

As you see, even in wartime Britain approached the question of 
financing Russia in an exclusively commercial, selfish fashion. That 
fact quite clearly shows what the prospect would have been for Russia 
in the future if the landlords and capitalists had retained power. And 
that in spite of the colossal losses borne by Russia in the war against 
Germany, which much exceeded those of any of the oth?r belligerent 
countries. 

The official circles of the USA, Britain, and France, in trying to 
saddle the Soviet people with repayment of billions of foreign debts, 
did not take into account cither that they, as interventionists, had 
caused^ much greater damage to the Soviet state, or that Britain and 
the USA had fought mainly by moans of their financial and physical 
resources and had borne comparatively small casualties (Britain lost 
700,000 men killed or missing; the USA 89,)30), while Russia had 
lost 2,300,000 men killed. 45 They wore eclned by bourgoois historians 
and economists, who nave methodicallv and punctiliously counted up 
every dollar and every pound sterling expended on loans to Russia, but 
who have persistently ignored the losses borne by the peoples of Russia 
during the war years. 

In the voluminous literature on the question of war debts that 
appeared after World War I in Britain and the USA., for oxample, 
bourgeois economists reckoned up when and what cheque was paid 
to the Russian government by way of financing Russia as a participant 
in the war, but had no wish to note that Russian soldiers died at the 
front in millions, defending the British and French armies as well, and 
so saving them their losses. A typical example of this kind is the book 
by the American economist Fisk, who scrupulously adduced facts 
relative to the credits opened for Russia by the Western powers during 
the war, even speaking of the number of 'battle deaths' of the main 
members of the two coalitions. But he did so in a clearly distorted 
form. In speaking of 'battle deaths', for example, he cited them only 
as a percentage of the total population, without naming the absolute 
figures. By that method Britain and Franco were in first place (1.44 
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and 2.31 per cent respectively). As for Russia (0.98 per cent), she was 
on the same level with Italy (0.92 per cent) 46 whose involvement 
in the war had led to the Italian army's being broken in its very first 
serious clash with the enemy, which had, in fact, deprived it of further 
fighting capacity. 

It is not difficult, of course, to calculate the real human losses of 
the countries involved in the war from the relative figures cited by 
these authors. But it is not simply a matter of the method of calcula- 
tion but of the point that the Western countries are depicted in this 
literature as the countries that suffered most: the USA, because as 
creditor it granted the belligerent parties billions of dollars in loans 
and credits; Britain and France, because the number of their dead, as 
a percentage of the total population, was higher than that in Russia. 

All that is a typical illustration of President Wilson's words cited 
above about World War I having been a 'commercial' one, in other 
words a war in which the American bourgeoisie pursued its own selfish 
vested and expansionist aims. 

How unjustified the imperialists' demands on the Soviet state were 
is shown not only by the absurdly high sum they proposed should be 
repaid, and not simply by the fact that these claims were presented 
in spile of the vast losses their intervention and blockade, and the 
operations of the White Guards supported by the Entente inflicted 
on it, but also by the very posing of the question of repayment by the 
Soviet government of the debts of the prerevolutionary governments. 

It is well known that the debts of the czarist government had been 
contracted, as regards the bulk of them, even before World War I, 
for expenditure on war needs and on maintaining an army and huge 
police apparatus to suppress the labour movement and especially the 
Revolution of 1905. 

That wholly applies, as well, to the debts of the bourgeois Provi- 
sional government. 

Lenin repeatedly pointed out that czarist Russia's loans were 
being used against the people by the Romanov's government. In that 
respect Russian czarism and the British, French, and American bour- 
geoisie acted together as allies and stranglers of the Russian revolution. 
Referring to the czarist government's French loans, Lenin wrote in the 
newspaper Vperyod (Forward) on 5 April 1905: 

Without foreign loans Russian autocracy would not be able to survive. It 

was advantageous to the French bourgeoisie to support its military ally, so 

long, especially, as payments on the loans were punctually forthcoming. 

And the French bourgeoisie lent the autocratic government the round little 
sum of ten milliard francs (about 4,000 million roubles). 47 

Speaking of the czarist government's policy aimed at suppressing 
the 1905 Revolution Lenin wrote in the newspaper Proletary in Septem- 
ber 1906: 

The need of a loan? This need is very urgent. And European capital will 
lend money only on the guarantee of 'order'. What kind of 'order', however, 

40 H. E. Fisk. Op. cit., p 21. 

47 V. I. Lenin. European Capital and the Autocracy. Collected Works, Vol. 8 
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nes so as to preserve the police prison regime in the country. He ridi- 
lcd Kokovtsev's attempt to refute the Times' statement by inviting 
ts editors to check the Russian gold reserve, which in Kokovtsev's 
icw guaranteed the soundness of Russia's financial position. 

The gold obtained as a loan [Lenin wrote] is shown to everybody as proof of 
Russia's wealth and solvency! Small wonder that the English merchant com- 
pared this hanky-panky to the tricks of the Humberts, the famous impostors, 
who used to display borrowed or swindled money (or even a safe purporting to 
contain money) in order to obtain new loans. 61 
Lenin remarked that the comparison with the notorious Humbert 
family had neatly nailed the 'gist' of the 'free cash balances' that the 
•czarist government was citing as evidence of its solvency for foreign 
loans. 

What Lenin said about the czarist government's policy in regard 
to foreign loans in connection with The Times' statement showed the 
whole falsity of Witte's claims in his Reminiscences (written later in 
emigration), that he saved Russia's finances and provided the condi- 
tions for her to got new loans. Witte of course concealed what the 
purpose of the loans obtained was, and what the consequences they 
entailed for Russia's economy and the Russian workers and peasants. 

Such was the character of the loans and the whole burden of their 
repayment that the imperialist states, with the active involvement of 
U.S. monopolists, were trying to lay on the people of the Soviet Repub- 
lic. 

Stressing the historic importance of the freeing of the Soviet people 
from repaying old debts, Lenin said at the Extraordinary Sixth 
All-Russia Congross of Soviets on 8 November 1918: 

The Soviet Republic was able to openly declare war on the imperialists of all 
countries, depriving them of their capital in the shape of foreign loans, slap- 
ping them in the face and openly emptying their plunder-laden pockets. 58 
The Soviet delegation at the Genoa Conference pointed out the 
-whole falsity and absurdity of the imperialist states' stand on the 
debts question, and carried out thc instruction of Lenin and thc Soviet 
government, defending the sovereignty and independence of the young 
Soviet state. 

Lenin, speaking of the Genoa Conference, said: 
We declared that we welcomed Genoa and would attend it. We understood per- 
fectly well and did not in the least conceal the fact that we were going there as 
merchants, because trade with capitalist countries ... is absolutely essential 
to us; we realised that we were going to Genoa to bargain for the most proper 
and most advantageous and politically suitable terms for this trade, and 
nothing more. 63 

Lenin and the Soviet government rejected every attempt to impose 
terms politically unacceptable to the Soviet state. 'Every attempt,' 
he said, 

61 V. T. Lenin. European Capital and the Autocracy. Collected Works, Vol. 8, 
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to impose terms upon us as it we were vanquished is to very foolish that it is 
not worthy of a reply. We are establishing relations as merchants; we know what 
you owe us and what we owe you; and we know what your legitimate profit and 
even your super-profit may be. 5i * ' 

He also pointed out that the Soviet Republic would win by this 
tactic even if the conference failed. Subsequent events fully con- 
firmed his foresight. In spite of the fact that the Genoa Conference did 
not lead to agreement, it was a major political victory for the Soviet 
state which held out with honour in the diplomatic battle against 
a united front of the main imperialist powers who were encroaching 
on its independence. 

The same can be said of the Hague Conference of 1922, which was 
substantially a continuation of the Genoa Conference. The United 
Kingdom. France, and the countries supporting them did not retreat 
Irom their previous stand. They did not agree to grant the Soviet 
government credits, except the insignificant sum of £25 million named 
hy them. At the same time they declared their readiness to grant cred- 
its to foreign entrepreneurs in the event of private foreign capital 
being permitted to exploit and pillage the wealth of the Soviet people 

the enemies of the Soviet state, among whom U.S. bourgeoisie 
Began to play a more and more important role, tried to exploit the 
debts question, even after these conferences, as a means of pressure on 
the boviet Union and of keeping up a hostile interventionist propaganda 
that had something m common with the policy and propaganda of the 
rieagan Administration at present toward the Soviet Union 
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THE ROLE OF U.S. CAPITAL EXPORTS BETWEEN 
THE WARS 



§1. The increase of expansionism and the growth 
of U.S. foreign capital investments 

World War I had profound consequences for the whole world capitalist 
system and the countries belonging to it. It led to significant shifts- 
in the distribution of forces within the world capitalist market and 
to sharp changes in the international positions of the main imperialist 
powers. 

One of these consequences was a vast increase in the role of American 
imperialism, especially a strengthening of its economic and political 
position among the capitalist countries. A favourable home situation, 
which was marked in particular by rapid industrialisation, the rise 
of the United States (even before the war) as an aggressive imperialist 
power that had got. hold of a number of colonies and dependent terri- 
tories, and the relative weakness that the war revealed of the disinteg- 
rating colonial empires of Britain and France (which were in need of 
huge purchases of arms and munitions from abroad) had brought her 
to the fore as the strongest imperialist power. Britain and France, 
which were already being crowded out by the United States before the 
war, were more and more pushed aside by their war-enriched Trans- 
atlantic partner. 

After the war the USA advanced to first place in economic power, 
relative weight in the world capitalist economy, and in volume of 
exports and degree of concentration of capital. The 14th Congress of 
the RCP(B) had already noted in 1925 'the prodigiously growing role 
of the North American United States, verging on world financial 
hegemony'. 1 Between 1913 and 1929 U.S. industrial production rose 
by 70 per cent while that of Great Britain fell by 1 per cent. By 1928 
the USA had surpassed all Western Europe in total volume of indust- 
rial production. In absolute terms of economic growth the following- 
figures are illustrative. U.S. production of steel increased from 23.5 mil- 
lion tonnes in 1914 to 56.4 million tonnes in 1929. Production of auto- 
mobiles rose from 496,000 in 1915 to 4,587,000 in 1929, and of lorries 
from 74,000 to 771,000. Output of oil rose from 265,800 barrels a day 
to more than a million barrels a day between 1914 and 1929. Labour 
productivity rose by more than half in the same period. 

The law of the uneven economic and political development of capi- 
talist countries in the period of imperialism, discovered by Lenin, 
is graphica lly confirmed by the example of the USA. This unevenness 

1 KPSS v rezolyutsiyakh i resheniyakh s'ezdov, konjerentsii i plenum ov TsK 
(Ihc CPSU in Resolutions and Decisions of Congresses, Conferences, and Plenums 
of the CC), Vol. 3, Politizdat. Moscow, 1970, p 244. 
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of development and the gap between the USA and the other imperialist 
powers went hand in hand with a sharpening of all the inter-imperialist 
contradictions, especially in tho struggle to redivide the world and 
•establish U.S. domination. 

The European war ILenin commented in December 1914 in an article 'Dead 
Chauvinism and Living Socialism'! is a tremendous historical crisis, the begin- 
ning of a new epoch. Like any crisis, the war has aggravated deep-seated an- 
tagonisms and brought them to the surface. 2 

From the moment of the outbreak of the world crisis, production 
everywhere fell much below the prewar level. In some regions and 
•countries it sank below the level of the 1890s, 1880s, and even 1870s. 
Between 1928 and the end of 1932 world capitalist production fell 
by 38.7 per cent (in Germany by 45.2 per cent, in the USA by 41.2 
per cent, in Great Britain by 22.1 per cent, and in France by 22.9 per 
cent). The wholesale prices of industrial goods fell by more than one- 
third on the world market, and prices of farm produce even more. 
At the same time stocks of raw materials nearly doubled from 1929. 
At tho end of 1932 the number of unemployed was 30 million, accord- 
ing to tho International Labour Office. 

Tho changes that took placo in the world capitalist economy as 
a result of World War I and the world economic crisis increased compe- 
tition between the imperialist powers. American imperialism, exploit- 
ing its economic preponderance and position of world banker, took 
a line of further broad economic expansion, though the movoment was 
far from smooth. The activation of its expansionist course rested on the 
operations of American monopoly capital, aimed as before at grabbing 
new territories, redividing spheres of influence, and ultimately estab- 
lishing its world domination. 

The growth of U.S. global pro tensions led to an increase in the 
significance of capital exports, which more and more became a main 
weapon in the hands of the American monopolies for achieving these 
aims, and an active means of economic redivision of spheres of influ- 
ence in their favour. 

The export of capital, of course, does not mean an absence of 
sphores of application within the country. From 1919 agriculture was 
a frenzied field. Industries like coal mining, textiles, and clothing 
were 'sick', and unemployment was particularly high in them. The 
number of unemployed in the USA reached 5,500,000 in the short but 
sharp slump of 1921. The emergent improvement of the economic situa- 
tion ended in a crash in October 1929. One of the consequences was 
a growth of reaction within tho USA and a broad attack on the rights 
of the workers. In response to the mass strikes of 1919-22, in which 
around eight million workers took part, the government took wide 
repressive measures. In some industries— steel, meat-packing, lum- 
bering, automobiles, etc.— the trade unions wore liquidated. 

The resources accumulated during the war could have been, directed 
to reviving the backward industries, to tackling burning social issues 
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and to improving the workers' position. The monopolies, however, 
preferred to invest abroad. 

After World War I the export of capital was converted into a very 
important sphere of struggle between the biggest imperialist powers for 
profitable markets and lucrative spheres of enrichment. Tho growth 
of aggressiveness in this field was due to intensification of the uneven- 
ness of the big capitalist countries' development. By the end of the 
20s the USA had become the main exporter of capital, yielded place 
temporarily to Great Britain in the mid-30s, and again got back the 
leading position at the end of World War II. 

As we have already mentioned, U.S. economic expansion in the 
form of export of capital took on a broad scale in the years after World 
War I. At the time of the USA's entry into the war it was the debtor of 
European countries to the tune of $4.5 billion; at the end of the war 
Europe's war debts to the United States alone were $10 billion. Be- 
tween 1914 and 1929 the export of capital from the USA in all forms 
reached the huge sum of $27 billion. Between 1914 and 1930 U.S. 
foreign assets, not counting the indebtedness of foreign governments, 
rose from $7 billion to $17 billion, growing over those 15 years by 
roughly $700 million a year. 

The dynamics of U.S. capital investments abroad between the wars 
is shown in Table 4.1. 

Table 4.1 



U.S. Investments Abroad, 1919-1940 
{$ billion) 



Year 


Total long- 
and short- 
term invest- 
ments 


Total (includ- 
ing gold and 
currency 
reserves) 


Year 


Total long- 
and short- 
term invest- 
ments 


Total (includ- 
ing gold and 
currency 
reserves) 


1919 


7.0 


9.7 


1931 


15.9 


20.1 


1924 


10.9 


15.1 


1935 


13.5 


23.6 


1927 


13.8 


17.9 


1939 


11.4 




1930 


17.2 


21.5 


1940 


12.2 


34.3 



Sources: Historical Statistics of the United States, Colonial Times to 1970, Part 2 
(U. S. G07t. Printing Or&ce, Washington, D. C, 1975), p 869; Survey of Cur- 
rent Business, 1954, 34, 5 : 10. " * ■ ' 



The figures in Table 4.1 show graphically how high the rates of 
U.S. foreign economic expansion were then. The biggest growth took 
place in the 20s, a period of rapid development of the U.S. economy. 

This period was followed by tho economic collapse of the 30s caused 
by the world economic crisis of 1929-33 and the depression of 
1937-8 that f olio wedjit. It|led to a steep fall in exports of American cap- 
ital (from $17.2 billion in 1930 to $11.4 billion in 1939), with a si- 
multaneous growth of imports of foreign capital into the USA from 
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$6.6 billion in 1927 to $9.6 billion in 1939, 3 and $13.5 billion in 
1940. 4 Tliere was consequently a certain diminution of the role of the 
USA as a creditor, and Great Britain's passing once again to first place 
among exporters of capital. In 1938 the British total of exported cap- 
ital, including short-term foreign investments, was double that for 
the USA. 

At the same time, in spite of the consequences of the economic up- 
heavals, the USA continued to hold its position of the biggest world 
creditor in the period between the wars, as is confirmed by the official 
figures published by the U.S. Treasury (see Table 4.2). 

Table 4.2 



The U.S. Position as an International Creditor, 1914-1939 
($ billion) 





1914 
(30 
■Tune) 


1919 


1924 


1927 


1930 


1931 


1935 


1939 


I 


Total U.S. invest- 


























ments abroad* 


3.5 


7 


.0 


10.9 


13.8 


17.2 


15.9 


13 


.5 


11.4 




private 


3.5 


7 


0 


10.9 


13.8 


17.2 


15.9 


13 


.5 


11.4 




long-to rm 


3.5 


6 


5 


io 


.0 


12.5 


15. 2 


14.6 


12 


.6 


10.8- 




direct 


2.6 


3 


9 


5 


.4 


6.6 


8.0 


8.1 


7 


.8 


7.0 




portfolio, etc. 


0.9 


2 


6 


4 


.8 


5.9 


7.2 


6.5 


4 


8 


3.8 




short -term 




0 


5 


0 


.9 


1.3 


2.0 


1.3 


0 


.9 


0.5- 




public (without 


























World War I war 


























debts) 
























II 


Total foreign invest- 


























ments in the USA 


7.2 


3 


3 


3 


9 


6.6 


8.4 


3.8 


6 


4 


9.6- 




long-term 


6.7 


2 


5 


2 


9 


3.7 


5.7** 


2.3 


5 


1 


6.3 




direct 


1.3 


0 


9 


1 


0 




1 .4** 




1 


6 


2.C 




portfolio, etc. 


5.4 


1 


6 


1 


9 




4.3** 




3 


5 


4.3 




short-term 


0.5 


0 


S 


1 


0 


2.9 


2.7 


1.5 


1 


3 


3.3 


III. 


Net U. S. invest- 


























ments 


-3.7 


3 


rt 
1 


7 


0 


7.2 


8.8 


12.1 


7 


1 


1.8 




long-term 


-3.2 


4. 


0 


1 


i 


8.8 


9.5 


12.3 


7 


5 


4.5 




short-term 


—0.5 


— 0. 


3 


— 0 


l 


-1.6 


-0.7 


-0.2 


-0. 


4 


-2.7 



* Without the U. S. gold and currency reserves. 
** Figures for 1929. 

Sources: Historical Statistics of the United State,. Colonial limes to 1970, Part 2. 
p 869, Survey of Current Business, 1954, 34, 5 : 10. 

The figures quoted show that, in spite of a certain drop in the vol- 
ume of net investment in the second half of the 30s, the USA's position 
as a major international creditor continued to be very substantial. Even 



:1 Survey of Current Business, 1954, 34, 5:10. 

4 Historical Statistics of the United Stales. Colonial Times to 1970, Part 2 (U.S. 
Govt. Printing Office, Washington, D.G., 1975), p 869. 
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in 1939, though, not yet fully recovored from the oconomic crisis, she 
exported $1.8 billion more capital than she imported. 

Soma American economists, when analysing the position of various 
■countries as creditors and debtors, try to represent matters as if the 
USA's role as a creditor was insignificant at the end of the 30s, and that 
she had ceased to be one at all in 1944-5. That conclusion is roachod by 
comparing the total of American foreign investments with U.S. foreign 
obligations. 

Cleona Lewis, author of the Brookings Institution's study Debtor 
and Creditor Countries, came to such a conclusion from the figures on 
U.S. foreign investments in 1938 and at the end of 1944. From a com- 
parison of U.S. long-term investments, totalling $11.5 billion in 1938, 
and long-term obligations, she said that the difference of $4.5 billion 
was no longer great, especially whon compared with Britain's net in- 
vestmDnts (long-term and short-term) for the same period, which came 
to $21 billion. 5 But, as the Soviet economist, Prof. S. Vygodsky, has 
romarkod, that leaves quite out of account that U.S. investments had 
essen tial special features stemming from the USA's potential economic 
opportunities. 8 That is why her diminished role as a creditor in the 
30s give way subsequently to a tempestuous growth of American foreign 
investments. Half of the British investments, however, were in coun- 
tries of the British Empire and were the result of long accumulation. 
Britain's undermined economy after World War 11, and the weak- 
ening of her links with those countries in that connection, could not 
help affecting her position as an exporter of capital, especially whon 
allowance is made for her great and evor-increasing debt dependence 
on the USA. 

It should be noted, moreover, that the U.S. obligations were the re- 
sult of foreign investments in the American economy, mainly before 
World War I, when the USA was still a debtor. Their rolo in the Amer- 
ican economy had become insignificant, and was reduced to nought in 
fact by Britain's forced sale of her U.S. assets during World War II. 
Unless this qualitative difference between American and British in- 
vestmants is taken into account, a distorted picture is obtained. 

Things are oven worse when Miss Lewis compares U.S. foreign in- 
vestments with American obligations at the end of 1944. From her com- 
parison of the investments (long-term and short-term lumped together) 
— SI 1-1 billion— with U.S. obligations (also long-term and short-term 
lumped together), which she estimates at $12.3 billion, she concluded 
that the USA had ceased to ba a creditor and had even become a debt- 



a See Cleona Lewis. Debtor and Creditor Countries. 1938-1944 (The Brookings 
Institution, Washington, D.C., 1945). U.S. short-term investments in 1938, which 
cam? to $689 million according to the figures of the U.S. Department of Commerce, 
and U.S. short-term obligations totalling $ 2,193 million at the same time, are 
not taken into account (see The Balance of International Payments of the United 
States, in 1939, U.S. Govt. Printing Office, Washington, D.C., 19'.0, p 82). 

8 See Proi. Vygodsky's introduction to the Russian translation of Cleona 
Lewis' book Strany-dolzhniM i strany-kreditory . 1938-1944 (Debtor and Creditor 
Countries), Inostrannaya Literatura, Moscow, 1947. 
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or. It is sufficient, however, to analyse her data to see how groundless 
her conclusions are. A considerable part of these obligations (or indebt- 
edness) of the USA were not in fact such. One cannot, for example, in- 
clude in them reserves placed for safekeeping with American banks, 
for which the USA did not and could not assume any obligation. 

That part of American obligations that were the consequence of an 
increase in short-term foreign investments in the USA herself (which 
rose from $2.2 billion in 1938 to $6.1 billion at the end of 1944 as a 
result of foreigners' acquisition of American securities) also had a spe- 
cial character. Some countries bought American securities in view of the 
relative safety of placing capital in the USA. In other words, these 
short-term foreign investments were due to reasons of a market-deter- 
mined order, primarily the position in several European countries that 
roused fears among capitalists for the fate of their capital. Because of 
that they could not have any appreciable effect on the U.S. economy and 
in fact represented reserves for West European countries that found 
themselves with a dollar shortage one or two years after the war, which 
was forcing them to dispose of securities to pay for imports of American 
goods. 

Finally, it is necessary to take yet another circurastanco into ac- 
count. The U.S. government was beginning to play an ever bigger role 
in the export of capital; loans and credits had passed almost wholly in- 
to government hands, and were being openly used as a lever for the 
political and economic subordination of other countries. 
■t i ThG 5 ttompts of certain American economists to present matters as 
if the USA had lost her role of creditor after the war is thus a falsifica- 
tion of the position meant to disparage the weapon of expansion that 
the export of capital is in the hands of U.S. monopoly capitalists. 



§2. The structure and distribution of U.S. foreign 
capital investments. The struggle for a redivision 
of spheres of dominance 

New trends were noticed in the export of American capital in the inter- 
war period, which were primarily linked with the character of the inter- 
national movement of capital then. This, too, largely conditioned the 
peculiarities of the export of capital from the USA. In the main these 
peculiarities were as follows: 

(1) a considerable extension of the export of private capital, the main 
stimulus for which was the increasing concentration of monopoly 
capital in the years after World War I and the centralisation of 
bank reserves; 

(2) the strengthening, especially after the mid-30s, of the role of the 
state, which was converted more and more into the biggest 
exporter of capital, and guarantor of private capital exports; 



7 Sjc Cleona Lewis. Op. cit., p 25. 



110 



(3) the growth of direct long-term investments, both private and pub- 
lic, with a relative shrinking of the proportion of portfolio invest- 
ments. 

This shift in the structure of American investments in the inter-war 
period, compared with 1914, is clearly visible from the data in Table 4.3. 



Table 4.3 

The Structure of U.S. Foreign Investments, 1914-1940 
($ billion) 





1914 


1919 


1924 


1927 


1930 


1931 


1935 


1939 


1940 


Private 




3.5 


7.0 


10.9 


13.8 


17.2 


15.9 


13.5 


11.4 


12.2 


long-term 




3.5 


6.5 


10.0 


12.5 


15.2 


14.6 


12.6 


10.8 


11.3 


direct 




2.7 


3.9 


5.4 


6.6 


8.0 


8.1 


7.8 


7.0 


7.3 


other 




0.8 


2.6 


4.6 


5.9 


7.2 


6.5 


4.8 


3.8 


4.0 


short-term 






0.5 


0.8 


1.3 


2.0 


1.3 


0.9 


0.6 


0.9 


Government 


(in- 




















eluding 


gold 




















and currency 














10.1 




22.1 


reserves) 




1.5 


2.7 


4.2 


4.1 


4.3 


4.2 




Total 




5.0 


9.7 


15.1 


17.9 


21.5 


20.1 


23.6 




34.3 



Source: Historical Statistics of the Unitrd States. Colonial Times to 1970, Part 2, p 869. 



How American direct capital investments were distributed by sec- 
tors of the economy can be judged from the official figures in Table 4.4. 

Table 4.4 



U.S. Direct Foreign Investments, 1929-1940 

($ million) 





1929 


1936 


1940 


Total 


7,528 


6,691 


7,000 


agriculture 


880 


482 


435 


ore-mining and smelt- 






782 


ing 


1,185 


1,032 


manufacturing 


1,813 


1,710 


1,926 


transportation, com- 
munication, and pub- 












1,514 


lic utilities 


1,610 


1,640 


trado 


368 


391 


523 


petroleum 


1,117 


1,074 


1,278 


other 


555 


362 


544 



Source: Historical Statistics oj the United States. Colonial 
Times to 1970, Part 2, pp 870-871. 
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The features of U.S. capital exports were even more governed by the 
stake American monopolies were placing on establishing their hegemo- 
ny in the world. The direction of American capital exports was dictated 
by the goals of U.S. economic and political expansion, and U.S. sup- 
port of militarism, reaction, and fascism. 

In the period after World War 1, American monopoly capital, ex- 
ploiting the weakness of the economic and political positions of Great 
Britain, France, and Germany, and its own position as world banker, 
made vigorous efforts to establish its dominance on the world capital- 
ist market. To that end it tried, above all, to subordinate the countries 
of Europe to itself financially, developed a bitter struggle to dislodge 
their capital from their colonies and regions within their spheres of in- 
fluence, and endeavoured to strengthen its position in Latin America 
and other areas of the world. These strategic ideas also determined the 
direction of the main flows of capital from the USA over the whole pe- 
riod between the two world wars. 

By exploiting the advantages she had gained from World War 
I, viz., the billions of profits made from war supplies to the Allies, her 
production apparatus, much expanded during the war, and the financial 
indebtedness of many couutrios, including Great Britain and France, 
the United States continued to win moro and more new positions from 
Britain, France, and other countrios with foreign investments, during 
the 20s and 30s. Even those countries that had beon wholly or largely 
under the influence of British capital before World War I, for example 
the British Dominions, began to be the object of increased infiltration 
by American capital. 

The same fate overtook many of the countrios of Latin America. 
Before World War I most of the credits they needed had been obtained 
from European capitalists. But even before the war had ended the USA 
had already begun to invest capital in countries that had previously 
been the bailiwick of European bankers. Between 1914 and 1919, for 
instance, including the four years of the war, the USA invested more 
than .§100 million in official Latin American securities or enterprises 
controlled by governments. Later a whole flood of loans followed, and 
continued for ten years. In the end the total of all the Latin American 
securities issued in the USA had risen by more than $2 billion compared 
with their issue during the whole nineteenth century. A characteris- 
tic feature of this process was the growth in the proportion of Latin 
American countries in Wall Street's loan operations; 90 per cent of the 
total of Latin American securities was held by U.S. capitalists. 

U.S. monopoly capital not only continued to consolidate the posi- 
tions won from Britain, Germany, France, Holland, and Belgium dur- 
ing World War I, but also began to dislodge their monopolies from re- 
gions that had formerly boon thoir spheres of influence. In spite of Great 
Britain's persistent attempts to retain her old positions in Latin Amer- 
ican countries, in Canada and other British Dominions, in the Middle 
East, and in Asian countries, U.S. influence in them grew, often accom- 
panied with an absolute fall in the proportion of British capital (see 
Table 4.5). 
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Table 4.r, 



U.S. and British Capital Investments hi Latin 
America, 1913-193!) 
million) 



1S13 


1929 


1930 


Groat 


BHt- 


Great 


Brit 




Great 


Rrit 




ain 


4,9S3 


ain 




5,889 


ain 




5,000 


USA 


1,242 


USA 




5,587 


USA 




4,012 



Source: cited from Kodney Arismeadi. Para un Prontwrto 
194 7) p r 177 ° l0nCS UnMos, Montevideo, 



Germany defended her positions in those areas no less stubbornly so 
as to retain her earlier share of the markets. She exploited her advanced 
renewed production apparatus, often resorting to dumping 

In spite of the fact that Britain and Germans' managed in some 
cases to retain markets in individual Latin American countries, the role 
ot their capital, however, diminished on the whole, not to mention that 
ol trance aim there was a corresponding growth in the role of Ameri- 
can capital. 

Moreover, many European countries, which prior to World War I 
were the object of British, French, and German expansion, after that 
war flung their doors wide open for American capital. 

This whole process of the ousting of British, German, and French 
capital by American from the economies of many countries did not 
by any means, proceed smoothly. The contradictions between the USA 
and other imperialist states became very acute at times, which found 
expression in particular in the erection of high tariff barriers against 
rivals. In this struggle lor markets and spheres of investment, the Amer- 
ican monopolies came out the winners, as a rule. 

The figures given in Tables 4.6 and 4.7 witness to the substantial 
shifts in the territorial distribution of American investments between 
the wars. These shifts, caused both by the changing conditions of the 
export of capital m the inter-war period and bv the features of U.S. 
private foreign investments, led to a redistribution of the share of the 
main importers of U.S. capital in the total of investments. 

\\hereas the main flow of private capital had been from the USA. 
to Western Europe in the 20s, the bulk went to non-European countries 
after the economic crisis of 1929-32, mainly to Latin American countries 
and Canada, rich in raw materials, where American monopolies count- 
ed on making very high profits. In 1940 69.6 per cent of American di- 
rect investment went to Canada and Latin America. 8 



p 870 SeC mst0rical Statistics °f the United States. Colonial Times to 1970, Part 2, 



8-01539 
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Table 4.6 



Geographical Distribution of American 
Capital Abroad, 1914-1935 
(S million) 





I9t-'i 


1919 


1 924 




1 r O O 


Europe 


691.8 


1,986.8 


2,652.8 


4,600.5 


3,026.0- 


Canada and New- 










foundland 


8b t .2 


1 ,542.8 


2,631 .7 


3,660.2 


3,657.6 


Cuba and the West 










Indies 


OOP 1 

0.36.3 


606 . 2 


1,101.3 


1,153.9 


871.7 


Mexico 


853.5 


908.9 


1,005.1 


975.2 


912.9 


Central America 


93.2 


114.8 


155.3 


286.3 


192.0 


South America 


365.7 


776. 2 


1,411.2 


3,013.8 


2,574.4 


Africa 


13.2 


31.2 


58.7 


119.2 


125.8 


Asia 


245 9 


OUC7 . *) 


O 1 J. • o 


i <ViO /■ 


Q 1 ^ 5 


Oceania 


17.0 


54.2 


140.7 


403.0 


413.1 


International in- 












cluding banking 


30.0 


125.0 


125.0 


140.1 


151.9 


All long-term in- 












vestment;; 


3,513.8 


6,455.6 


9,953.6 


15,392.6 


12,840.7 


All short-term in- 












vestments 




500.0 


800.0 


1 .617.0 


S53.0 


Total 


3,513.8 


6,955.6 


10,753.6 


17,0,>9.0 


13,693.7 



Source: Cleona Lewis. AlMi'fco'iJ Slake in International Investments 
(The Brookings Inslitulion. Washington, D.C, 19:58), p 606. 



Table 4.7 



Geographical Distribution of U.S. Direct Investments, 1914-1938 

($ million) 





1914 


1919 


1924 


1929 


1935 


1938 


Europe 


573.3 


693.5 


921.3 


1,340.3 


1,369.6 


1,422 


North America 


1,205.5 


1,457.4 


1,815.9 


2,366.6 


2,344.1 


2,582 


Canada and New- 














foundland 


618.4 


814.3 


1,080.5 


1,657.4 


1,692.4 




Mexico 


587.1 


643.6 


735.4 


709.2 


651.7 




Central America and 










West Indies 


371.7 


679.8 


1,136.7 


1,276.4 


891.3 


862 


South America 


323.1 


664.6 


947.1 


1,719.7 


1,718.2 


1,551 


Africa 


13.0 


31.0 


58.5 


117.0 


123.6 


139 


Asia and Oceania 


236.5 


227.7 


384.2 


608.3 


647.3 


587 


Banking operations 


30.0 


125.0 


125.0 


125.0 


125.0 


Total 


2,652.3 


3,879.5 


5,388.7 


7,553.3 


7,219.2 


7 '.143 



Sources: Cleona Lewis. America's Stake in Interriatiovol lnveshi.entx, p 60t>- idem 
Debtor and Creditor Covntrie*. I93S-1D44 (The Brookings Institution' Wash- 
ington, D.C, 1945), p 8. 
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The USA pursued far-reaching aims on the iNorlli American conti- 
nent, when extending the export of capital. After the total of U.S. 
investments in Canada overtook those of Great Britain, the issue of a 
change in Canada's relations with the USA and Britain began to arise. 
Political ties developed between the USA and Canada along with eco- 
nomic ones, through a weakening of Canada's relations with Great Brit- 
ain. At the Imperial Conference of 192G Canada's status was reviewed, 
and she got broader autonomy within the British Commonwealth of 
Nations. At the same time the USA acquired greater freedom of action 
in Canada. 

Canada occupied first place in the total of American investments 
abroad, her share rising from 26.7 per cent in 1929 to 30 per cent in 
1940. 9 This relative increase was due, in particular, to a weakening of 
the share of Western Europe, especially after the economic crisis of 
1929-33. 

Pinning great hopes on Latin America the USA proclaimed a 'good 
neighbour' policy there. This course, announced by Franklin Delano 
Roosevelt, took account, in particular, of the considerable growth of 
anti-American attitudes there. As the American writer Graham Stuart 
has noted, the situation in Latin America was extremely disquieting 
for the USA: ' 4 

Mexico resented the exploitation of her oil wells and mineral resources by 
foreign corporations... Cuba was becoming more and more restive under the 
Piatt Amendment, which permitted legalized intervention... Nicaragua, Haiti, 
and the Dominican Republic were either occupied by the marines or hod just 
seen them withdrawn... Panama fretted under the Canal Treatv which gave the 
united Stales absolute control of the Canal Zone... Venezuela's oil, Peru's 
vanadium and copper ... Brazil's coffee were all controlled bv or dependent 
upon the United States markets. 10 

The USA took a number of stops in pursuit of this course: she repu- 
iated the Piatt Amendment to the Constitution of Cuba, abrogated 
the treaty that gave her the 'right' of armed intervention in Mexico's 
affairs, withdrew her troops from Haiti, and so on. Trade agreements were 
signed with several countries (Cuba, Brazil, Haiti, Colombia, Hon- 
duras, Nicaragua, Guatemala, Costa Rica, El Salvador. Ecuador, and 
Venezuela). The Export-Import Bank, founded then, was given: the job 
of carrying on loan operations for countries of Latin America. Several 
commissions were set up to render Latin American countries aid in 
health protection, education, and industrial development. 
William Z. Foster wrote of this as follows: 

Widely, in Latin America and elsewhere, the Good Neighbor policy was mis- 
takenly conceived as an abandonment of imperialism by the United States... 
But in reality, the Good Neighbor policy was simply a reformulation of the 
old imperialism... It was the adoption of more efficient methods of imperialist 
penetration. It constituted a system whereby the Latin American peoples had 



8 See Historical Statistics of the United States. Colonial Times to 1970. Part 
p 8/0. 

Croft" igorJJ !m ^ VniUd ^^PP'et-Century- 
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the semblance of national independence, but with the substance of eeneral 
control remaining in the hands oi the United States 11 ^ 
In the middle of the decade Mexico, Cuba, Chile, and Brazil occu- 
pied hrst second, third, and fourth place respectively in CJS invest- 
ments in Latin Amer.can countries. As the figures in Tables 4.0 and 
-4./ show the overw helming majority of the investments in Latin Amer- 
ica were direct ones, reflecting the long-term trend in this penetration 
by American capital. But by 1940 there had already been a certain shift 
as veil as growth, in the volume of investment, and Cuba, Chile! 
Argentina, and Brazil had gone ahead (see Table 4.8). 

Table 4.8 



U.S. Investments in Latin America. 1940 
($ million) 



Cuba 


814.2 


Venezuela 


262.0 


Chile 


592.0 


Colombia 


238.1 


Argentina 


573 . 5 


Peru 


135.9 


Brazil 


492.1 


Bolivia 


81.4 


Mexico 


355.2 


Guatemala 


74.0 



Source: cited from Rodney Arisnu-ndf. Op. cit., j> 179. 



The BjmpmMpWty countries, despite their relatively low weight 
in the total ot U.S. long-term direct investments, continued to play an 
important role in the export of American capital throughout the period 
between the twe .world wars. At the beginning of World War II they 
accounted for 20.2 per cent of all U.S. direct foreign investments 

rermariy ranked first among the European countries as regards size 
of American investments, followed by Great Britain, Italy" France, 
Denmark, Norway and Poland. This distribution reflected the interna- 
tional priorities of U.S. monopoly capital in Europe. 

Germany was accorded a special place in these plans, the USA 
counting on exploiting her in the struggle with its recent Allies and now 
rivals (Great Britain and France) for hegemony in Europe. As the 
theses of the Sixth Congress of the Communist International in 1928 
s a 1 ct . 

The influence of American capital in Europe made itself most strongly felt in 
I pnt e h 3 ,Tr' mC reC °- 6ry ° f G ™™y- rroxn a State which had sunk to the 0 west 
?ff«f ■ ,°i f ec( T mic "?| n < ■Germany has again risen to great heights with the 
S&S&STffi CredU * fl ' 0r V he United «***»• The growth of monopolistic 

3 he l^i&KS 0n i the 0 \ e & process of breaking 

up the Versailles Treaty and, on the other hand, causes Germany to adont a 
more de finitely 'Western' (i.e. imperialistic and anti-Soy[eToricnt7tX." 



mZ^Y^i^fi^^ UiSt0nj ° f tke ****** international Pub- 
p 87H. IIi$tnrical Statistics °f tfa United States. Colonial Times to 1970, Part 2, 
" International Press Correspondence, 1928, 8, 83 (Special Number): 1569. 
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In 1938 Germany's share in the total of U.S. foreign investments 
($11.5 billion) came to 8.7 per cent. At the beginning of World War 
II all the American investments in Germany were valued at a billion 
dollars. 

The main areas of American investment in Asia and Oceania were 
Australia, China, tlic Philippines, and Japan which received Ameri- 
can loans not long before her attack on Pearl Harbor. Not only did 
hundreds of thousands of tonnes of American scrap metal arrive contin- 
uously in Japan for use in the Japanese militarists* preparations for 
new military adventures, and for war against the Chinese people, hut 
the millions of dollars of American investments (according to the offi- 
cial figures $155.3 million in 1938) served the same aim. 

On the eve of World War II American capital had succeeded in pen- 
etrating countries in Africa as well, including Egypt, which U.S. 
monopolies had already then allotted a not unimportant place in their 
expansionist plans in the Middle East. American capital had also infil- 
trated deeply into the Belgian Congo (endeavouring to get its hands on 
the uranium mines there) and into Liberia. 

A fact deserving notice is that at least 40 of the countries whose econo- 
mies American capital had succeeded in penetrating in the inter-war 
period (not counting colonies) were in debt to the USA in 1938 for 
loans and credits. They included all Use main capitalist countries of Eu- 
rope (including ones like Sweden, Spain, and Switzerland that had not 
taken part in World. War 1), Asia, and the Western hemisphere. 1 * 

Loans and credits prepared the ground in the 20s and 30s, as instru- 
ments of U.S. economic expansion, for ever broader expansion of 
American capital subsequently (during World War 11 and the postwar 
period). The extension of U.S. capital exports brought American cor- 
porations huge profits in the inter-war period. The shifts in the distri- 
bution of U.S. investments among the various countries and re- 
gions, moreover, caused changes in the relative weight of the main im- 
porter countries in the total of profits repatriated from them by the 
USA. 

As mentioned above, the economic crisis of 1929-33 and subsequent 
events in Europe in connection with the coming to power of fascism in 
Germany led to the export of U.S. capital being directed in the main to 
non-European countries. That caused a certain lowering of the level of 
U.S. profits from investments in Europe, but they nevertheless rose 
considerably on the whole over the 20 years from 1920 to 1940. Accord- 
ing to figures of the U.S. Department of Commerce, the total of for- 
eign investments of the USA w as $6.5 billion at the end of 1919, while 
the total of net investments in 1920-40 was $6.9 billion. By the end of 
1940 the USA had exported capital to a total of $9.8 billion, while the 
income received from foreign investments in 1920-40 was $13.9 bil- 
lion. 15 



M See Cleona Lewis. Debtor and Creditor Countries. 1938-1944, p 47. 
J& Survey of Current Business, 1944. 24. 11:11. 
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According to the same figures, U.S. profits from foreign investments 
exceeded the total of American investments abroad by $7.0 billion in 
the period 1920-40. The revenues received then, plus iihe value of the 
foreign investments at the end of 1940, were 310.3 million more than 
U.S. foreign investments at the end of 1919 and all the investments 
between 1920 and 1940 taken together (the World War I war debts do 
not figure in any of these estimates). Belween 1920 and 1929 the aver- 
age annual growth of profits from American direct investments abroad 
was 6.9 per cent, and between 1938 and 1940 7.4 per cent. 

According to the estimates of the American economist Raymond 
Mikescll. based on official figures of the Department of Commerce, Amer- 
ican monopolies got at least $7 billion as net income alone from direct 
investments in the two decades under consideration. The total of U.S. 
direct investments was $3.9 billion at the end of 1919 and $7.3 billion 
at the end of 1940. while the net income from them over that period 
(alter allowing for losses) was $7.3 billion. 

Although not direct investment was almost negligible after 1932 ... the receipts 
from this source had recovered to ^440 million by 1338 as compared with 
&474 million and 5 467 million in the boom years of 1928 and 1929 respec- 
tively. 16 

The losses borne by the USA from bankruptcies during the economic 
crisis and Hitler Germany's refusal to pay debts ($3,554 million) were 
covered twice over by the U.S. receipts from invested capital (|7 
billion). Obviously, the attempts of certain American politicians and 
economists to picture tilings as if the USA suffered material losses from 
her foreign investments in the inter-war period are quite unsound. Their 
attempts were deceitful and a juggling with figures that have nothing 
to do with objective analysis or science. 

The real facts confirm that American capital, waxing fat during 
World War 1. and exploiting its position as world banker, continued to 
drain billions in profit from many countries in Europe, Latin America, 
Asia, and Africa through ruthless exploitation of their peoples and pil- 
laging of their national wealth. 

What that drain of resources meant for Latin American countries 
has been convincingly shown by Rodney Arismendi, a leading figure 
of the communist and labour movement. 17 Foreign investments in La- 
tin America totalled $10 billion in 1938, and belonged almost complete- 
ly to Britishers and Americans. If we assume that they received a very 
modest average profit of 6 per cent, we see that .{600 million was 
being taken from Latin America in 1938; in other words, Lat in Ameri- 
can economies were being deprived of sums very necessary for their 
development . If those .^600 millions of capital had been invested annual- 
ly for the reproduction of capital in those countries, it would have 
promoted rapid industrial and agricultural development, technical re- 
construction, and a raising of the organic composition of local capital. 



18 Raymond F. Mikcsell. United Slates Economic Policy and International 
Relations (McGraw-Hill, .New York, 1952), p 47. 

17 See Rodney Arismendi. Para un Prontuario del Dolar (Ediciones Puehlos 
L'nidos, Montevideo. 1947). pp 1S9-190. 
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According to the same figuring, the |4 billion placed in Latin America 
i>y the "United States yield an annual $240 millions of super- 
profits.) 

Arismendi wrote that he took a very low rate of interest for these 
-calculations. According to the official statistics, it ranged from 4.1 per 
■cent in Argentina to 17.1 per cent in Peru. Everything indicates that 
the average rate of interest was much higher. According to average 
data, petroleum yielded profits of 15.7 per cent, mining 12.3 per 
cent, transport 9.8 per cent, manufacturing 5.6 per cent, and public 
utilities 3.2 per cent. 18 At the same time he referred to operations 
-connected with public utilities in Argentina (the level of profits of the 
Argentine cold stores was 10.5 per cent per annum for ten years), 
but as the biggest investments classed under 'manufacturing' in 
the statistics went into cold stores, the 6 per cent was clearly an 
underestimate. 19 

Arismendi noted that the rates of profit were always incomplete and 
distorted. When Lisandro de la Torre proposed in parliament that the 
■cold-store companies be investigated, the fraudulent character of the 
accounts of the monopolist enterprises (from major swindles to minor 
failures) was disclosed. The cold stores of Swift & Co., the biggest of 
the North American companies involved in meat-packing, had a capi- 
tal of 45.454,000 Argentine pesos. Over the five years 1930-35 they made 
a total profit of 91.6 million pesos, or h revenue of 40 per cent per an- 
num; the company, however, showed lower figures in its books. 20 

Tn the debate in the Uruguayan Parliament on 29 October 1934 it 
-was disclosed that Swift & Co. made around ,m .3 million in profit be- 
tween 1930 and 1933 from a capil al of $6,875,000. The Frigorifico Arti- 
gas, a subsidiary of Armour & Co., admitted that the firm's annual re- 
ceipts in Uruguay were £1,240,000 in 'round figures'. When allowance 
is made for the fact that these figures are clearly understated, it is quite 
obvious that the capital invested (not more than i>7 million) was 
-covered in less than six years, which caused a drain of astronomic sums 
from the Uruguayan economy. The Swift figures mentioned in the 
debate meant an average annual profit of 27 per cent. 21 They did 
not take currency manipulations and certain otber secret operations 
into account. 

Such were the commercial results of U.S. economic expansion for 
American monopolies between the wars. Below it will be shown how 
World War 11 not only did not reduce their revenues from the export of 
capital, but. on the contrary, increased them even more. 



18 See Rodney Arismendi. Op. cit., p 189. 
18 Ibid., p 190. 

20 Cited by Rodney Arismendi (Op. cit.) from the records of the Investigatory 
■Commission of Lhe Arceriline Senate. 

21 Speech of Raul Jude (October 1934). Cited by Rodney Arismendi. Op. cit., 
3 » 191. 
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§3. The rote of U.S. monopoly capital in preparing 
World War II and the rebirth of German 
militarism 

We remarked above on the spceial role that the USA assigned to Ger- 
(v° n iV;\ T Car T ng T' of her ^gemonistic plans in the period after 
World War I, and in the struggle to establish American economic and 
political dominance m Europe, to grab the colonies and spheres of in- 
fluence of the European countries, and ultimately to win a dominant 
position m the world capitalist economy. 

The USA counted primarily on exploiting Germany's military and 
economic potential, restored with her help, and the reactionary polit- 
ical regime, as an outpost for struggle against the USSR, all progressive 
and democratic forces. American imperialism acted there in concert 
with the most reactionary forces of the monopoly capital of other coun- 
tries lhe successful development of socialism in the Soviet Union ex- 
posed imperialisms hostility to the radical interests of nations and its 

ThpE^!;' d f! , WUh thc * ocial and economic problems maturing. 
Theh 8 l it of the old, historically outlived capitalist system against, grow- 
ing and strengthening socialism deepened the inter-imperialist con- 
tradictions even further. 

Use of Germany's economic potential in competition with Britain 
France, Italy, and other European capitalist countries, which grew more 
acute after the war, had an important place in the plans of U S 
monopoly capital. Lenin repeatedly pointed out the aggressive character 
of German impenal.sm and put it on an equal fooling with the other 
groups of imperialist sharks as a bloody, sordid, mercenary, criminal 
re|K-tioimry .mperialist predator, the 'ringleader of world impcri- 

The unevenness of development, which is a law of capitalism, ac- 
quired new features after World War I. The general crisis of capitalism 
ntensified the trend toward a slowing of technical progress Rut that 
tendency was manifested more in some countries, e.g. Great Britain 
while it had less effect in others (Germany and Japan). The further aol 
gravation of the unevenness of capitalism's development was also linked 
with he international economic policy of monopolies. The growing 
importance of international corporations was making itself felt And 
the line being pursued by the ruling circles of the capitalist victor pow- 
ers toward Germany played a major role in the change in the balance 
of economic potentials. 

That is the context in which U.S. postwar policy on German repa- 
ra ions and the Allied debts needs to be considered. Broad financial 
help was given to Germany in the form of loans and direct investments, 
m order to achieve those aims; American monopolies' close collabora- 
tion with German cartels between the two world wars also helped real- 



" See V. I Icnin. Position oUJ»e C. C, of the R.S.D.L.P (BoNhevik^ on 
the Question of the Separate and Annexationist Peace. Collected m r/ Vol >T 

areSflSfe * m " TaSks " f the Thin! Internatio- 

nal, collected Works, Vol. 29 (Progress Publishers. Moscow, 1977). pp 502-503. 
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ise aggressive intentions. During World War II articles about this col- 
laboration were splashed nil over the pages of the world press. 

Germany's production capacity had suffered substantially from mil- 
itary operations, reparation payments, and the occupation of the Ruhr 
in 1923 by France and Belgium; for several years the fixed capital of 
industry had not been renewed. There were no' funds for broad modern- 
isation of production, while, being deprived of colonies, Germany no 
longer received profits from outside sources. Her capitalist enemies in 
World War 1 were able, it seemed, to celebrate victory over their most 
dangerous rival, restoration of whose economic potential would inevi- 
tably drag on for years while production forged ahead in other capi- 
talist countries. 

At that critical time (1923-4) a new financial and economic founda- 
tion began to be laid beneath the shattered building of German impe- 
rialism. American monopolies played the predominant role in that, their 
former enemy in World War I increasingly becoming their close friend. 
The Transatlantic monopolists wanted to profit at the expense of the 
workers of Germany, because production costs, especially wages, were 
particularly low there in the early postwar years, which promised solid 
gains. By consolidating the power of capital in Germany. U.S. reaction- 
ary circles were methodically endeavouring to convert her into an 
•anti-Bolshevik bastion' in Europe, and definitely placing their bets 
on reviving German imperialism's military power, seeing in it a suit- 
able instrument for implementing their plans against socialism and the 
national emancipation of nations. 

Germany was also accorded an important role, as we have already 
mentioned, in the competition. We saw, in connection with the war 
debts, the circumstances in which the USA conducted talks with the 
United Kingdom, which ended in the signing of an agreement that was 
followed by similar ones with several other countries, including France 
and Italy. During those negotiations Washington exploited the 
USA's growing weight and influence in order to force the Allies to ac- 
cept all the main American demands. That, too, was an aspect of com- 
petition and rivalry. But even after the signing of those agreements the 
question of the war debts, nevertheless, hung like a sword of Damocles 
over many countries in Europe for nearly 15 years, because of its link 
with the other major knot of international contradictions, viz., Ger- 
many's payment of reparations. 

As regards Britain and France this question was a constant 
reminder that there was a major means of pressure in U.S. hands, to 
which the American capitalist class repeatedly resorted in its foreign 
policy game in Europe. That, however, did not prevent Anglo-French 
ruling circles from finding a common languago with the USA. When 
it came to fundamentals, the common platform on which the interests 
of the ruling circles of the USA, Britain, and France came together was 
their attitude to Germany, and their orientation on reviving German 
militarism, the sworn enemy of Lhe USSR. They banked on extreme 
reaction, which postwar Germany became an example of; Lenin wrote 
in that connection: 
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Here wo have "the last word' in modern large-scale capitalist engineering and 
planned organisation, subordinated to Junker-bourgeois imperialism.™ 

The ruling circles of capitalist countries were toying lo cany the 
war that was becoming imminent with their help beyond the limits of 
the capitalist system that engendered it, and to solve that system's in- 
ternal contradictions and the class antagonism of the two'social sys- 
tems by war against the Soviet Union. A Joint Plenum of the Central 
Committee and the Central Control Commission of the RCP (B) in 19 l, 7 
noted that 

preparation of war against the USSR means nothing less than reproduction on 
an extended basis of the class struggle between the imperialist capitalist class 
and the victorious proletariat. That is what the class sense of this war will be 21 
the resolution stressed that 

while the internal contradictions between the different imperialist states are 
fraught with major Conflicts between them (Anglo-American. Halo-French. 
Balkan and Central European, Polish-German. Japanese-American, etc ). that 
Unroot* 01 ? 0t er hanA ' exclu(lc temporary blocs of these states against 
the L.^SK, i.e.. direct military or financial support for forces directly waring 
operations against the state of the working class. 25 * 
The contradictions of imperialism and its class antagonism to the So- 
viet. Union conditioned a growth of militarism in the internal affairs 
ideology, and policy of the main capitalist powers. Milil arism was called 
upon to serve the class aims of monopolv capital's home and foreign 
policy. B 

3.1. U.S. policy in regard fo war debts and reparations 
and its role in the restoration of Germany's 
military and industrial potential 

For the 12 years from the coming into force of the Versailles Peace Trea 
ty (10 January 1920) to 8 July 1932, when Germany got a last morato- 
rium on payment of reparations, the question of these and the related 
quest ion of settling the Allies' war dchls were a most important means in 
the hands of U.S. ruling circles and monopoly capital in implement ma 
their hegemonist designs in respect to Europe and the world as a whole", 
a lever to revive Germany's military and industrial potential. 

The various plans and measures in relation to Germany, including 
reparations, prepared on U.S. initiative and adopted jointly with her 
were counted to do just that. Among the most important of them one 
must single out the Dawes Plan (1924) and the Young Plan (1930). 

These plans, plus the other measures considered ahove, enabled Ger- 
many gradually first to reduce and then to rid herself completely of rep- 
arations payments, which were holding hack her remilitarisation to 
give the green light to the financing of German war industry, and to 
untie the hands of German concerns in regeariug all industry to prep- 
aration for a new world war. 



23 V. I. Lenin The Tax in Kind. Collected Works, Vol. 32 (Progress Pub- 
lishers, Moscow, 1975). p 334. 1 ™ 

v i " KPSSv rezolyutsiyakh i resheniyakh s'ezdov, konferentsii i plenumov TsK 
vol. o, pp 400^466. 
25 Ibid. 
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One of the main authors of the Dawes Plan, the German financial 
(king, Hjalmar Schacht, who subsequently played a very important role 
in establishing the fascist dictatorship, openly boasted 'that he financed 
•German rearmament with foreigners' money. With Germany's re- 
birth as a first-class industrial power German militarism again ac- 
quired an industrial base for plotting its plans for new aggression. 23 

The substance of U.S. ruling circles' policy on war debts and Ger- 
man reparations had already been most fully expressed in the Treaty 
of Versailles (28 June 1919), drafted with their direct participation. 

Lenin repeatedly pointed out that the whole Treaty of Versailles 
and the system of treaties and agreements based on it were a usurer's 
peace, an oppressor's peace, a butcher's peace, a predatory peace tying 
■down the workers of both the defeated and the victor countries. 27 

The Versailles system was aimed from its very creation at reviving 
■German militarism, and faithfully served that end. It could not erect 
n reliable barrier in its path, and was not intended to do so in any 
way. 2 " Analysis of the postwar policy of the USA and her Allies on 
enforcement of the Versailles Treaty's terms, and Germany as a whole, 
quite convincingly confirms the grounds for that conclusion. 

The United States, as we know, categorically opposed linking of the 
•question of the Allies' indebtedness to her with those of reparations 
and the inter-Allied debts as a whole. In spite of the efforts of Great 
Britain, France, and other countries in debt to the USA, no link be- 
tween those issues was introduced into the respective treaties, which pre- 
determined the character of the treaties concluded between the other 
Allied countries on settlement of their mutual indebtedness. 

The government of France had tried lo get the P>ritish government to 
agree during the negotiations that there should be a reservation in the 
Anglo-French agreement on settlement of their mutual accounts for 
the war period that repayment of France's debts to Britain should de- 

26 See G. A. Deborin et al. (Eds.), lstoriya vturoi mirovoi voiny 1939-1945 
<History of World War II). Vol. 1 tVoyenizdat, Moscow, 1973). pp 20-21. 

27 vSee V. I. Lenin. The Second Congress of the Communist International. Re- 
port on the International Situation and the Fundamental Tasks of the Communist 
International. July 19, 1920. Collected Works. Vol. 31 (Progress Publishers. Moscow. 
1977), p. 223; Idem. Speech Delivered at a Conference of Chairmen of Uyezd. Vo- 
fost and Village Executive Committees of Moscow Gubernia, October 15. 1920. 
Op. cit., pp. 325-320. 

28 The Treaty of Versailles. Which came into force on 10 January 1920, did 
not define the total of German reparations, or the conditions for their payment. 
Jl provided for the establishment of a Reparations Commission lo fix. before 1 May 
1921, the scale of the damage caused by Germany, the schedule of payments pre- 
scribing the time and manner of paying off (lie total debt over 30 years beginning 
1 May 1921 (Part VTI1. Article 233). But the same article had a reservation that if, 
'within the period mentioned Germany fails to discharge her obligations, any bal- 
ance remaining unpaid may ... be postponed for settlement in subsequent years'. 
According to Article 235 of the Treaty. Germany was to 'pay pending the full de- 
termination of their | Allied and Associated Powers - ] claims ... in such instalments 
and in such manner (whether in gold, commodities, ships, securities or otherwise) 
as the Reparations Commission may fix. during 1919, 1920 and the first four months 
of 1921, the equivalent Of 20, 000,000, 000 gold marks' (The Treaty of Versailles and 
After. Annotations of the Text of the Treaty, Greenwood Press, New York, 1908. 
pp 428, -438). 
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pern! on Germany's payment of reparations lo France. Nothing came of 
the attempt, however, because the British government did not accept 
that point of view, pleading- the stand adopted by the United States 
on settlement of the war debts. 

The French Minister of Finance. Joseph Caillaux, wrote to Winston 
Churchill, who was then Chancellor of the Exchequer: 

In assuming the responsibility of signing the agreement for the settlement of 
the Hench war debt to Great Britain and thereby accepting payment of the 
annuities fixed on the sole credit of France, t feel bound to explain that the 
Payment ot the amounts required to assure fulfillment of the debt settlements 
with Che United States and Great Britain inevitably depends on the continued 
transfer ot receipts from Germany under the Dawes Plan. If, therefore, for 
reasons outside of the control of France, such receipts should cease completely, 
or to an extent greater than one-half, a new situation would be created, and 
the t rench government reserves the right in such an event of asking the Brit- 
ish government to reconsider the question in the light of all the circumstances 
then prevailing. It is subject to this express reservation that I am ready to sign 
the agreements which we may draw up. 28 

Churchill replied to this statement of the French government's as 
follows: 

You will realize that, in the hypothetical circumstances vou mention Great 
Britain would already have suffered a diminution of receipts from the Dawes 
scheme, which we have taken info account in arriving at the various debt set- 
tlements, and this is one of the factors which would have to be borne in mind 
in the event of any reconsideration of the question beina desired by the French 
government. Subject to Ibis T do not object to the statement that vou make. 

In ffie even! of any modification being made 1 should expect, in order to- 
secure equal treatment among creditors, thnt the other creditors of France 
would take into consideration a corresponding modification of Ihe debts due to 
them. 80 

The French government's reservation thus evoked an opposing one 
by the British government, which reduced the significance of the first 
to nought. The British gave it clearly to he understood that, in the case 
of Germany's not meeting her obligations for reparations to France, 
the latter could only count on concessions as concerns the pavment of 
her indebtedness in the event of the USA's making concessions in re- 
gard to British indehledness. 

Nevertheless, in spite of the fact that the debts question was not 
directly linked with Germany's payment of reparations, either in the 
USA's agreements with her debtors or in the agreements signed by the 
other Allied countries between themselves on the settlement of their 
mutual debts for the war period, in practice there was such a link, and 
everyone recognised it. Both the European Allied countries and the- 
United States clearly realised that irrespective of whether these 
agreements indicated a direct connection between these questions, they 
were, in fact, related, and that had to he taken into account. 

This largely helped the ruling circles of the USA, Britain, and France 
to find a common language and to use both issues— war debts and 
reparations— in their plans for reviving German militarism and prepar- 
ing a new war. In December 1922, when the USA and her European 

- v Cited from Harold G. Moulton and Leo Pasvolsky. War Debts and World 

Prosperil-j. pp 1 18-119. 
30 fbid i% p 119. 
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debtors had not yot begun official negotiations on the debts question and 
xvere sounding out each other's positions in a preliminary way, Charles 
E. Hughes, tlie U.S. Secretary of Slate, was forced to admit the link 
between the debts and reparations. In a speech in New Haven he said: 
So far as the debtors of the United States are concerned, they have unsettled 
credit balances, aud their condition and capacity lo pay cannot be properly de- 
termined until the amount that can be realized on these credits for reparations 
lias been determined. 31 

The same idea was expressed in a recommendation by the Committee 
of Ways and Means of the House of Representatives in 1926 to the Con- 
gress on ratifying the agreement with France on settlement of the lat- 
ter's war debts. The recommendation said that when France's capacity 
to pay her debts to the United States was determined, the considera- 
tions taken into account were her general financial position, and that 
•payments from Germany should', according to the Dawes Plan, 
4 if all goes well, aggregate this year approximately 3.5 billion francs'. 32 

The USA's position, while the plan for liquidating "war debts' to 
her and the various plans for collecting reparations from Germany 
were still in operation, boiled down to avoiding a situation arising that 
would endanger liquidation of the indebtedness to her, which could 
happen if the sums received as reparations from Germany did not cover 
those due to her by European countries' war debts. There was no danger 
of that , however, while Germany was paying reparations, since her re- 
parations payments covered the debtors' payments to the USA. Right 
from the Paris Peace Conference (January 1919), the USA, pursuing a 
line of reviving militarism in Germany, had resisted any proposals about 
reparations if they, in the view of American ruling circles, weakened 
the possibility of developing Germany's heavy industry, the founda- 
tion of her war industry capability. 

The USA's position at the Paris Conference and in the Reparations 
Commission set up under the Treaty of Versailles to determine the to- 
tal of reparations, and find ways and means of their being paid and shared 
out among the countries concerned, is evidence of that. At the Paris 
Conference the USA did not want to go any further than recognition of 
the general principle of the need for Germany to pay compensation for 
the damage she did to the Allied states during the war. 33 Wilson had 
insisted on acceptance of the proposal in his Fourteen Points that envis- 
aged Germany's evacuation and 'restoration' of the occupied territo- 
ries of France, Belgium, Romania, Serbia, and Montenegro. After pro- 
tracted discussion in the Conference all the Allies, and Germany too, 
accepted that proposal. The European Allies made a reservation that 
Germany should pay compensation for all the damage caused to their 
citizens and their property by German aggression by land, sea, and air. 



31 Ibid., p 297. 

32 ibid. 

33 The total damage (without war costs}, according lo the estimates of certain 
Western specialists— Andre Tardieu, John Maynard Keynes, and Emile Weill 
Raynall— came to 350 billion francs (1920), including France 218 billion, Britain 
7.6 billion, Belgium 2.3 billion (see Richard Caslillon. Les reparations allemandes. 
Les Presses universit aires de France, Paris, 1953, pp 17-18). 
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The American side treated (he demands of several European states, 
especially of France, whose public understandably insisted on more- 
radical measures in regard to Germany, more than coldlv. The U.S. 
position then is recorded in the relevant documents, a considerable 
part of which were published after the Conference, and in the memoirs 
of participants, in particular of the well-known French politi- 
cian Andre Tardieu, who cited valuable factual material about it, 
especially as regards the economic questions of the peace set tlement with 
Germany. 34 

The question of the total of German reparations and of the size of 
the annuities in the concrete plan was first posed only in January 1921 
at the Paris Conference of ministers of the Allied countries. Germany 
was presented with a demand to pay 236 billion gold marks over 42 
years, beginning 1 May 1921. with fixed annuities rising from two to 
six billion marks. 35 

At the second London Conference (April-May 1921) at which the- 
Reparalions Commission's report on the state of payments was ap- 
proved on the whole, the total of Germany's reparations was reduced to 
132 billion marks (around $35 billion), 36 and then reduced to 126.5 
billion gold marks after 'amendment' at the same Conference, with 
payment over 48 years, beginning in 1921, of around 3.5 billion marks 
annually. 37 Schacht wrote in his book The End of Reparations, with 
ill-concealed satisfaction, that the allempt to collect these sums from 
Germany failed in less than two years', lie spoke witb passion about 
'Germany's sacrifices', the burden of 'military sanctions' in relation lo- 
•peaeeful German territory', 'the forcible seizure of railroads and 
mines', and the robbery of Reichsbank branches', to draw a conclusion 
about 'terrific economic distress', the absence of any positive financial 
results, and the Allies' finding themselves 'compelled to tread other 
paths'. 38 

The Dawes Plan adopted at the London Conference of July-August 
1924 did not fix the total of reparation payments from Germany, but 
limited itself to defining the size of the annuities, which were much 
lower than those established at the second London Conference. Under 
this plan Germany was to pay one billion gold marks during the first 



34 See Andre Tardieu. The Truth about the Treaty (Hodder & Stoughton, Lon- 
don. 1921). 

35 Payments were to be made as follows: from 1921 to 1923 two billion marks 
a year; in 1923-6 three billion marks a year; in 192G-9 four billion marks a year; in 
1929-32 five billion, and in 1932-63 six billion marks a year. 

36 See Harry D. Gideonse. Trunsfers des reparations' et le plan Dawes (Librairie 
Payot & C» Lausanne, 1928. p 14. 

37 H. Castillon. Op. cit., pp 41-42. In the report of the Reparations Commis- 
sion presented on 27 April 1921 the total of Germany's reparations payments for 
the damage she caused was originally set at 132 billion gold marks. In a new report 
adopted by the Reparations Commission on 5 May 1921 Germany's reparations 
debt was already fixed at 126.5 billion marks: 132 billion plus 5.5 bilfion in payment 
of Belgium's war debts, minus ii billion marks of property claims. 

88 Hjalmnr Schacht. The End of Reparations (Jonathan Cnpe & Harrison 
Smith, New York, 1931), p 38. 
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year (1924). 1,220 million in 1925, 1,200 million in 1926, 1 ,750 million 
in 1927, and then 2,500 million gold marks annually. 39 

The total payments thus did not exceed 3 to 4 per cent of Germany's 
national income. 40 The sum of 2.5 billion marks mentioned (or roughly 
5625 million) was to be shared among the Allies as shown in Table 
4.9. 

Table 4.9 



The Sharing of Reparations 

(per cent) 



France 


54.46 


Romania 


1.10 


British Empire 


23.04 


Japan 


0.75 


Italy 


10.00 


Portugal 


0.75 


Yugoslavia 


5.00 


Greece 


0.40 


Belgium 


4.50 







Source: H. G. Moulton and 1-. Pasvolsky. Wnr Debts and IVorl'l Prosperity, p J 74. 



The link between war debts and reparations is already clear from 
this plan, although (as mentioned above) it did no! fix any total to be 
paid by Germany and her allies (Austria and Hungary, formed from 
former Austria-Hungary, and Bulgaria). Nevertheless, all the Allied 
states that approved it assumed that the amount of Germany' s annui- 
ties fixed by ii should exceed the annual sums they were to pay to the 
United States in liquidation of their debts. In other words, the annual 
receipts of each of the USA's debtors from Germany in the form of re- 
parations were to exceed the amounts due to the USA in liquidation 
of the debts. 

For all the vagueness arising from the absence of a fixed total for 
German reparation paymeuts (which in turn was due to the fact that 
the authors of this plan considered it a temporary one), the USA's 
debtors assumed that the payments received from Germany would at 
least cover the totals of the debts payable by them to the USA, to which 
the USA was in fact reconciled. 

Schacht interpreted the Dawes Plan as a means of restoring 'con- 
fidence in and outside of Germany', and of keeping 'German capital 
at home and [at tract ing] foreign capital'. 41 Quoting the plan, he declared 
(as if citing a textbook) that exchange rates could not be stable while 
receipts from abroad did not exceed transfers to foreign countries (in- 
cluding reparations). 



:,,J Sle R. C. Dawes. The Dawes Plan in the Making (The Bohhs Merril Co., 
Indianapolis, 1925), p 247. 

Tn fact this percentage was an average annual deduction of 2.4 per cent in 
1925-30. Sec Etienne Mantoux. La paix calomniee (Gallimard. Paris, 1946). p 237. 

41 Hjalmnr Schacht. Op. cit., p 39. 
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Loan operations [in the event of a passive balance of pavmcnts— A.A.G.] 
may disguise the situation or postpone its practical results, hut they cannot 
alter it, 42 

lie lecture^. From thai he drew the following 'material' conclusion: 
*So reparations can be paid abroad only by means of an economic sur- 
plus in the country's activities.' 43 This economic diplomacy' essential- 
ly meant: if you want to get money from us help us lo earn it, money, 
moreover, that is clue to you in advance. 

The Young Plan (so called after the chairman of the committee of 
experts, the American Owen Young, who drafted it) adopted at confer- 
ences in the Hague (August 1929 and January 1930) fixed Germany's 
reparations at 113.9 billion Reichsmarks, with payment over 59 years. 
This sum was to be paid in full in fixed annuities rising from 1.642 mil- 
lion Reichsmarks (1930-31) to 2,326 million marks (1963-4), with a 
subsequent diminution to 897 million marks in 1987-8. The size of (he 
annuities, fixed with allowance for improvement of Germany's econom- 
ic situation in the future, was lower, on the average, than those set by 
the Dawes Plan. The Young Plan envisaged that" the main source for 
meeting reparations obligations would be the national budget and the 
profits of the railways. 

Ernst Thaelmann, the leader of the German Communists, gave the 
following appreciation of the situation at that time, and of the West's 
<liplomalic manoeuvres, especially the USA's: 

World imperialism has displayed several forms of development— from the 
Dawes Plan to the Young Plan. At the Lime of the Dawes Plan it had tried, in 
particular under the leadership of American imperialism, to influence Geriuau 
politics through loans. In the present development [i.e. the time of the coming 
into operation of the Young Plan— A .A.G.] the international bourgeoisie is 
trying ... to penetrate the German economy by new methods... If it is pur- 
sued in the future in the development of the Young Plan, viz., long- and short- 
terra loans, it wilt produce an impossible situation for a country like Germanv, 
where the influence of the economic crisis is obviously in evidence. 44 
Further, he said: 

American capitalism is infiltrating into enterprises by expanding its export 
capability... These measures of American capitalism' ahead v began to rind 
expression during the Hague Conference. They already lie in the general eco- 
nomic orientation of the export drive that is starting from America... Just 
this significant fact, that foreign capital is also advancing into Germany with 
new oppressive measures, will be of the greatest import for the other'enter- 
prises. The rapprochement between France and Germanv is advancing much 
faster than we ourselves foresaw. 45 

The indebtedness to the United States and Germany's reparation 
payments were linked to an even greater extent in the Young Plan. Its 
authors, above all its American initiators, drafting it in the committee 
of experts with the participation of Germany, 4 ^ drew up a special 



* a Hialmar Schacht. Op. cit., p 40. 

43 Ibid. 

44 Ernst Thaelmann. Speech in the German Commission of the Extended Pre- 
sidium of the ECCI. Redan and Aufsiitze zur Geschichte der deutschen Arbeit, rbewe- 
gung. Vol. 2 (Dietz Verlng, Berlin. 1906). p 325. 

45 Ibid., p 326. 

48 This (second) committee of experts, which was chaired by Owen Youn», a 
member of the House of .Morgan, and ex-president of the General Electric Co., con- 
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'concurrent memorandum' on the question of war debts, which said 
that any reduction in payments on the war debts made by countries 
receiving reparations from Germany should result in 'a corresponding 
mitigation of the German annuities'. 47 Germany's reparations annuities 
were so arranged that at no time during the first 37 years would the out-pay- 
ments of the creditors, on account of their own war debts, exceed the condi- 
tional portions of the current German instalments, 48 
i.e. the so-called 'unconditional' reparations payments. 49 

The Young Plan was thus a compromise as regards linking the war 
debts and reparations questions. The fact that this link was first estab- 
lished in a document drafted jointly with U.S. represenlal ives shows 
that the United States was beginning to meet the demands of Britain 
and France half-way. At the same time the 'concurrent memorandum' 
was not formally an integral part of the Young Plan, but a separate doc- 
ument, which meant that the USA wanted, from the formal, juridical 
aspect, to keep to its position of the end of [he 20s as it had held earli- 
er on this issue. 

Tn fact there was a conspiracy between American monopoly capital, 
which had already been long prepared to free Germany from paying any 
reparations, and the Anglo-French capitalist classes. The French govern- 
ment, it is true, raised objections from time to time against some of 
the proposals of the U.S. government or its experts during the drafting 
of the Dawes Plan and its successor, the Young Plan. Rut these objec- 
tions consisted in the main in demands lo increase France's share of 
the reparations. 

Even when France and Belgium decided under the pressure of pub- 
lic opinion to resort to a dramatic gesture, with Great Britain's tacit 
agreement, and a passive attitude by the USA (which restricted itself 
to withdrawal of its army of occupation as a protest), and moved their 
troops into the Ruhr in December 1922 and January 1923. the French 
government was pursuing a narrow aim, i.e. of gelling Germany's 
fulfilment of the obligation to pay reparations imposed on her. 

In that tense situation, when Germany's further meeting of her ob- 
ligation for reparations was endangered, and the Franco- British con- 
tradictions on this issue became extremely acute, 50 Charles Hughes, 
the U.S. Secretary of State, suggested (in his New Haven speech on 29 



sisted, from the American side, of J. P. Morgan himself, his partner T. W. Lamont, 
and the banker T. X. Perkins, and from the German side of Hjalmar Schacht, pres- 
ident of the Reichsbank, and Albert Voegler, member of the German steel cartel 
(Vcreinigte Stahlwerke) , who subsequently collaborated closely, as leaders of 
American companies, with German concerns and played an important role in the 
militarisation of fascist Germanv. 

47 Cited from H. G. Moulton and L. Pasvolsky. Op. cit., p 193. 

48 Ibid., p 194. 

49 The Young Plan provided for obligatory, or unconditional annuities of 660 
million Reichsmarks for the first 37 years, and conditional payments, the size of 
which was not specified in advance, for the remaining 22 years. The total of the 
conditional payments could not be altered, but their payment could, if necessary, 
be postponed (see Accords conclus a la Haye en aout 1929 et Janvier 1930, Vol. 1, 
Imprimerie nationale, Paris, 1930). 

50 H. D. Gideonse. Op. cit., pp 15-19. 
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December 1922, mentioned above) that a group of experts be appointee 
to look for a new approach to tackling the question of reparations from 
Germany. 51 It was a suggestion that gave birth to the notorious Dawes 
Plan, calculated to revive Germany's military-industrial capability. 
Whal the USA wanted from Germany was already clear then, because 
the idea of the need for new measures in relation to Germany in the in- 
terests of German Rig Business ran like a red thread through Hughes 7 
speech. But perhaps the most striking example of how U.S. ruling cir- 
cles were using the war debts question as a lever to revive Germany's 
war industry capability was the Hoover Moratorium. 

The economic crisis had gripped all the main capitalist countries 
in the middle of 1931, including Germany. In the crisis conditions the 
Young Plan, and the Allies' other measures meant to give German in- 
dustrial concerns help and to plunder the working people of Germany,, 
led to the bankruptcy of major German banks, to gold beginning to flow 
rapidly from Germany to other countries, and to her general economic 
situation deteriorating day by day. In addition, the crisis led to a 
disorganisation of international trade, caused a steep fall in exports, 
and further aggravated the problem of markets. The practical possi- 
bilities of paying reparations were limited in those conditions, since 
it became impossible to gel, the foreign exchange needed for that 
purpose. 

In June 1931 the German government, using the economic crisis as 
a pretext, demanded a review of the Young Plan, which got a favour- 
able response in the White House. The existing conditions were recog- 
nised by the United States as suitable for ending all reparations and 
even for untying the hands of German armament concerns to develop a 
war industry. Herbert Hoover, the then President, and the big banks 
and U.S. monopolies supporting him, decided to put forward a proposal 
for a year's moratorium (postponement of payments) openly (on 20 
June 1931 ) 52 in respect to Germany's reparations payments and the 
debts of foreign governments to the United States. Two circumstances 
here merit attention. 

When it became a matter of giving German militarism help, the 
American government, did not hesitate to extend the moratorium to the 
USA's Allied war debts as well, although it had hitherto insisted al- 
ways and on every point, on their unconditional payment. In spite of 
its stand of not permitting the question of the debts to be linked 
directly (not even, moreover, in a single official document) with that 
of reparations, this time the American government itself linked 
them. 

The moratorium on debt payments to the United States increased 
the chances of this step being supported by her European Allies. The 
authors of the moratorium plan were not mistaken. Objections were 
raised only in France, whose reparations receipts considerably exceed- 



* x Hughes' proposal was originally transmitted through diplomatic channels,, 
hut remained unanswered. 

? 2 The moratorium operated from 1 July 1931 to 30 June 1932. 
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ed the sums due from her on debts to the United States and Great Brit- 
ain. The French government, fearing to find itself isolated and hop- 
ing to get. a mitigation of its own debt burden in return for its agree- 
ment, did not object to the moratorium as regards debts, but raised 
objections to the moratorium on reparations, especially as regards the 
'unconditional' sums. In a note of 24 June 1931 to the Stale Depart- 
ment, it argued thai, such action created a 'great risk of shaking confi- 
dence in the value of signatures and contracts, and thus of proceeding 
contrary to the aim in view'. 53 

But, as before in similar cases, the French government made a com- 
promise deal with the U.S. government on 6 July 1931, which con- 
sisted, essentially, in the USA's recognising the necessity of Germany's 
payment, of the 'unconditional' part of reparations, while France 
agreed to the American proposal to grant Germany a loan for that pur- 
pose. American and German monopoly capital, which had formed a bloc, 
of course benefited first and foremost from this deal. 

By agreeing to a year's postponement, of payment of the debts, the 
USA on the whole achieved her aim of ultimately getting the support 
of all her European debtors of the American moratorium proposal, 
though with certain modifications. Having done a favour to the German 
militarists and German fascism, which was raising its head and prepar- 
ing to seize power in the country, and having adroitly used the debts 
question as a kind of small change for her purpose, the United States 
did not fail to stress that sho had not altered the substance of her posi- 
tion on this question, and that the indebtedness must, in principle, 
be liquidated. 

U.S. official circles try, by misrepresenting the historical facts, to 
present matters as if the moratorium decision had been dictated by the 
United States' striving to render Germany economic aid so as to put 
her economy on a healthy fool ing. This official version is played in var- 
ious keys by a whole band of bourgeois economists, historians, and 
journalists. But the facts indicate that it pursued anolhor aim, viz., 
that of helping Krupp, Thyssen, I.G. Farbenindustrie, and other mag- 
nates of German capital. 

New American loans flowed to German industrialists in a broad stream 
after the moratorium. As for 'putting the German economy on a 
healthy fooling', the year's postponement of reparations payments could 
not have pulled it out of its critical state, just as the measures taken by 
the Hoover Administration within the USA were unable to pull the 
American economy out of the crisis. The Hoover Moratorium prepared 
the ground for full rejection of the demand to squeeze reparations out 
of Germany and cleared the way for cancelling all reparations payments 
and for the granting of full freedom to German industrial concerns to 
reorientate the whole industry of Germany on preparation for a new 
war. 

The next and not fortuitous political act prepared with active U.S. 
involvement was the agreement, reached among the Allies at the Lau- 



63 Cited from H. G. Moulton and L. Pasvolsky. Op. cit., p 327. 



9 



131 



S&mie Conference (16 June-9 July 1932), which in fact freed Germany 
from paymenl of reparations. 54 Ml that Germany had to do after that 
conference was to redeem her reparation obligations for a sum of three 
billion marks over 15 years at 5 por cent per annum. These obligations 
replaced all the other German government commitments under the 
Young Plan which, as a result, were almost fully annulled. The Young 
Plan, which had not existed for two years, thus ended like its predeces- 
sor, the Dawes Plan, in fiasco. 

What were the financial results of the policy of the USA and her Al- 
lies on the reparations question between the two wars? According to 
the data published in the reports of the Reparations Commission and 
the Bank for International Settlements, the total of Germany's pay- 
menls during the whole reparations period (from 1919 to 30 June 
1931) was 21,807 million gold marks, or 17.2 per cent of the sum of 
126.5 billion marks fixed by the international conference. Of this sum 
10,526 million marks were paid before 31 August 1924, 7,553 million 
under the Dawes Plan (bet ween 1 September 1924 and 31 August 1929), 
and 3.728 million under the Young Plan (between 31 August 1929 and 
30 June 1931). 55 

Tt is typical that Britain and France had both already declared their 
solidarity, before the Lausanne Conference, with the political aims that 
found expression in the Hoover Moratorium. The then French Pre- 
mier Laval, who visited Hoover in October 1931, found a common lan- 
guage with U.S. ruling circles. The joint statement published after the 
Laval-Hoover meeting already clearly hinted that the initiative on the 
question of postwar inter-governmental obligations should lie in the fu- 
ture with the European countries most interested, and that the two 
governments reserved their positions. It also stated: 

In so far as inter-goveninienlal obligations are concerned, we recognize that 
prior to the expiration of the Hoover year of postponement some agreement re- 
garding them may be necessary covering the period of business depression, as 
to the terms and conditions of whicb the two governments make all reserva- 
tions. The initiative in this matter should be taken at an early date by the 
European powers principally concerned within the framework of the agree- 
ments existing prior to July 1, 1931. 56 
The American-French statement was justifiably evaluated as a granting 
of the initiative on this question to Germany. 



34 With the exception of two problems, viz., the mines in the Saar and the 
bonds issued in accordance with the Dawes and Young plans. 
85 See R. Gastillon. Op. cit., p 67. 

According to the estimates of the French economist Etienne Mantoux, Germa- 
ny received foreign investments totalling 35 to 38 billion marks between 1920 and 
1930, while its reparations payments came to 21 billion marks (E. Mantoux. Op. 
cit., p 248). 

According to other figures, all Germany's reparations payments came to eight 
billion gold marks in the period between 1919 and the Lausanne Conference of 
1932. For comparison's sake suffice it to note that Germany received 18 billion 
marks in foreign loans and credits between 1924 and 1930 alone. See A. T. Bon- 
nell. German Control over International Economic Relations, 1930-1940 (University 
of Illinois Press. Urbana, 1940), pp 15-18. 

56 Cited from H. G. Moulton and L. Pasvolsky. Op. cit., p 347. 
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The facts indicate how hypocritical were the claims that the USA 
was giving aid to the German public by the Hoover Moratorium, and 
helping put the German economy in order. Only German Big Business 
gained from it. As for the population of Germany, it not only did not 
get any material relief, but, on the contrary, felt the burden of mount- 
ing taxes even more, especially in connection with the coming to 
power of the Hitlerites, which happened two years after the 
moratorium. 

The apologists of U.S. monopoly capital's policy in relation to 
Germany depict the rendering of aid to German financial and industri- 
al magnates as aid to the German people. By falsifying the historical 
facts American bourgeois historians and economists (Harvey E. Fisk, 
Harold G. Moulton, Leo Pasvolsky, Raymond Mikeseil, Cleona Lewis, 
O. Studensky, and others) stress one side of the business in every way, 
viz., the USA's persistence in her demands aimed at reducing German 
reparations, deliberately passing over in silence the question of whose 
mills in Germany were broughl grist to by American capital over the 
decade and a half that the two knots of contradictions (reparal ions 
and war debts) were the object of political struggle and wheeler- 
dealing. 

Right from the outset. U.S. monopolies had not been making it 
their aim to ensure peaceful development of the German economy. The 
United States displayed 'concern' for it only in so far as that was neces- 
sary in order to achieve her aims. That point is confirmed by the very 
first agreed measures under taken jointly with the USA in relation to 
Germany, which shifted the whole burden of reparations payments on- 
to the working strata of her population. The source of the greater part 
of the reparations was the national budget, i.e. primarily taxes, direct 
and indirect, paid by workers, peasants, and employees. Only a small 
part of them was covered from the profits of industrial and railway un- 
dertakings, and that part, too, was paid in the long run by the working 
people, since the German monopolies waged an offensive against the 
workers' wages, while themselves making huge and ever mounting 
profits with the support of American loans. 

The whole policy of American ruling circles on the war debts and 
German reparations, which had revival of Germany's war industry po- 
tential as its aim, was calculated, as well, to make other countries and 
nations dependent on American capital, which found its fullest expres- 
sion in the Treaty of Versailles, drawn up with the USA's direel and 
active involvement. 

Lenin noted as a positive event, the publication in 1919 of The Eco- 
nomic Consequences of the Peace by J. M. Keynes, the eminent British 
economist, one of the participants in the Paris peace negotiations, in 
which Keynes sharply criticised the economic provisions of the Treaty 
of Versailles, and demonstrated that all the countries, except the USA, 
had fallen into the category of debtors. In his report to the Second Con- 
gress of the Communist International (19 July 1920), Lenin cited facts 
about the relations of the debts of the main Allied countries involved 
in the war to their national wealth as follows: 
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In the victor countries, Britain and France, the ratio of debts to aggregate na- 
tional wealth is over 50 per cent; in Italy the percentage is between 60 and 70, 
and in Russia 90. As you know, however, these debts do not disturb us, because 
we followed Keynes's excellent advice just a little before his book appeared— 
we annulled all our debts. 57 

Lenin cited figures from Keynes' book on the financial position of 
France, which had been a world usurer before and even during the war. 
After the war France's assets were 3.5 billion gold roubles, and liabili- 
ties 10.5 billion. 

And this is a country which the French temselves called the world's money- 
lender, because her 'sayings' were enormous; the proceeds of colonial and finan- 
cial pillage— a gigantic capital -enabled her to grant thousands upon thou- 
sands of millions in loans, particularly to Russia. These loans brought in an 
enormous revenue. Notwithstanding this and notwithstanding victory, France 
has been reduced to debtor status. 58 

Lenin valued Keynes' book, in which the latter criticised the sys- 
tem of economic relations among countries established by the Treaty 
of Versailles, and came out in favour of cancelling the war debts, includ- 
ing Russia's, because it was a 'well-known bourgeois and implacable 
enemy of Bolshevism', and not a Communist revolutionary, who had 
come to thai, conclusion. 69 

At the same time Lenin ridiculed Keynes for his usual crankiness 
of the philistinc', and. for the fact that, while advising the cancelling 
of all (he debts, he said thai, only Franco, of course, stood to gain, that 
Britain naturally would not lose very much, because nothing could be 
got out of Russia in any case; and that Amorica would lose a fair 
amount. But, Lenin commented, 

Keynes counts on American 'generosity'! On this point our views differ from 
those of Keynes and other petty-bourgeois pacifists. We think that to get the 
debts annulled they will have to wait for something else to happen, and will 
have to try working in a direction other than counting on the 'generosity' of 
the capitalists. 60 

He pointed further in his report, by citiug the example of the rise 
in the prices of products in the USA, Britain, France, and Japan, 
what the policy of the capitalists of the victor countries had led to, 
was shifting payment of the billions of the debts onto the people's 
shoulders. 

The workers' own experience is convincing them [Lenin said] that the capital- 
ists have become prodigiously enriched by the war and are placing the burden 
of Avar costs and debts upon the workers' shoulders... 

The capitalists have accumulated such debts that the whole world is in 
bondage to a handful of men. Meanwhile the workers' living conditions are 
becoming more and more unbearable. 81 



57 Cited by Lenin from M. I. Braun. Who Must Pay the War Debts? (published 
in German in Leipzig in 1920) in his report of 19 July 1920 to the Second Congress 
of the Communist International (Collected Works, Vol. 31, p 220). 

68 V. I. Lenin. The Second Congress of the Communist International. Op. cit., 
p 220. ' 

59 Ibid., p 219. 

60 Ibid., pp 220-221. 

61 Ibid., pp 221, 222. 
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3.2. U.S. capital investments and their role in 
reviving Germany's military and economic 
capability 

An integral part of the line taken by U.S. ruling circles and monopoly 
capital in resurrecting German militarism were: the granting of enor- 
mous financial help to Germany, chiefly in the form of loans and credits, 
the export of industrial capital there, the transfer of advanced tech- 
nology, and the creation of numerous cartels. 

The Dawes Plan considered above played a substantial role in the 
realisation of these intentions. Taxes on consumer goods, which meant 
shifting the burden of reparations onto the shoulders of the German 
working people, were the main source of reparations payments. The 
Dawes Plan was also counted on sales of German industrial output on 
the Soviet market, which was to undermine industrialisation of the 
USSR and turn it into an agrarian and raw material appendage of 
capitalist Germany. 

An element of this Plan was the granting of a reparations loan of 
§200 million to Germany in October 1924, of which §110 million were 
placed in the United States. The first big postwar loan paved the way 
for the many new loans that flowed to big German concerns. 

In the quinquennium after the floating of the reparations loan, 
the total of new foreign investments in Germany, it is estimated from 
the data of official reports, came to 21 billion marks. An official report 
on the question of reparations, prepared and published in West Germany 
in 1948, admitted that the reparations programme could only have 
been carried out thanks to foreign capital, the total of which rose by 
13.7 billion Reichsmarks between 1924 and 1 September 1929, while 
reparations payments were 7.9 billion Reichsmarks at 1 September 1929. 

The following classification of these resources was given in the 
historical survey Falsifiers of History 62 : the flow of foreign investments 
into Germany was more than 10 to 15 billion marks of long-term invest- 
ments and more than six billion marks of short-term ones. 63 The total 
sum of foreign capital in Germany in 1924-9 was 2.8 times higher than 
its reparations payments in the same period (7,533 million marks). 
The overwhelming part of this sum consisted of American capital 
investments, which amounted 'to no less than 70 per cent of the total 
long-term loans'. 64 

According to the official study mentioned above, prepared after 
World War II in West Germany, around 70 per cent of the total of the 
capital imported by Germany in 1925-8 was U.S. investment, 14 per 



62 See Falsifiers oj History (Historical Survey), Foreign Languages Publishing 
House, Moscow, 1948. 

63 According to the estimates of Western economists based on the reports of 
the commissions set up in accordance with the Dawes and Young plans, the import 
of foreign capital into Germany constituted nine billion marks of long-term in- 
vestments and 12 billion marks of short-term loans and credits (see E. Mantoux. 
Op. cit.. p 236; R. Castillon. Op. cit., p 53). 

Falsifiers of History, p 8. 
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cent Dutch, 10 per cent British, and 4 per cent Swiss. 65 According to 
far from complete data, Germany received 36 American loans between 
October 1924 and December 1926 alone. In addition, the United States, 
jointly with European countries (mainly Great Britain, Holland, and 
Switzerland), granted Germany 33 loans in the same period. The total 
of American loans for the two-year period, plus the reparations loan 
(1924), came to $580.8 million. « G The U.S. share in all the loans Ger- 
many received ($885 million) was 65.6 per cent. 

The facts also indicate the role of foreign investments in the Ger- 
man economy, especially American ones, in re-establishing Germany's 
war industry potential. In the five years of the operation of the Dawes 
Plan alone (1924-9) her industrial output reached the prewar level, 
and her exports came to 13.4 billion gold marks, against ten billion 
in 1913. 

The Young Plan (31 August 1929 to 30 June 1931), which replaced 
the Dawes Plan and pursued the same aim, i.e. restoration of the Ger- 
man military-industrial potential, opened the sluice-gates even wider 
for the penetration of American capital. An integral part of the Plan's 
machinery was the Bank for International Settlements (BIS), set up 
with the active involvement of U.S. bankers by a decision of the Hague 
Conference (August 1931), which replaced the abolished Reparations 
Commission. Officially H was the Bank's function to handle operations 
connected with Germany's reparations payments and the mutual settle- 
ments of inter-Allied debts, including the war debts to the United 
Slates. 67 In fact the Bank performed the broader task of co-ordinating 
the operations of the biggest banks of the capitalist world, above all 
the American ones, in financing German war indust ry. Since its organis- 
ers had already considered the old forms of financing to be unsuitable, 
it had been decided to set up an agency (hat out wardly did not appear 
to be an official inter-governmental institution, but through which 
Ihe line adopted in relation to Germany could be implemented, i.e. 
that of re-establishing German militarism. 

That also explains the fact that the authors of the Young Plan out- 
wardly decided to switch the whole problem of German reparations 
from politi cal rails to economic, commercial ones. Hence the decision 

85 See R. Castillon. Op. cit., p 53. 

N 6 v Se i e ^qo?n' Ku 0 c ( ?y nskL American Loans to Germany (The Macmillan Co., 
iNew York, p 29. 

The number and total of American loans to Germany was much higher in fact 
than the official reports indicated. In citing these figures from official reports, Ku- 
czynsJa said in his book that they did not include many private American loans 
especially short-term ones, information on which was not published. According 
to incomplete data, there were at least 18 such loans in 1924-6 totalling s80 mil- 
lion. The figures cited above also do not include certain other types of American 
loans, invested in the German economy. They do not include the loans and credits 
received by the enterprises in Germany that were the property of American com- 
panies, winch also played a role in strengthening the war industry machinery of 
remilitarised Germany. Loans made to German corporations and firms located in 
the i faaar were also excluded; under the Treaty of Versailles this area was placed 
under the control of the League of Nations until 1935. 

07 Convention du 20 janvier 1930. Annexe: Staluts de la Banque des Regle- 
xnents Inlemationaux, art. 4. See R. Castillon. Op. cit.. p 59. 
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'to wind up the Reparations Commission then existing, which consisted! 
of official representatives of governments, and to replace it by a for- 
mally non-political agency in which t he whole matter of set I lemenls with 
Germany and her financing would be effected through purely banking 
machinery. That did not in substance alter the position, because it 
rested on the basis of the same policy toward Germany. 

The Bank for International Settlements was thought of from the 
start as an association of the leading banks of the member countries. 
It was not fortuitous that the main proposals for it were drafted by the 
American bankers Owen D. Young, Waller W. Stewart, Shepard Mor- 
gan, and W.R. Burgess, while the American banker Jackson E. Rey- 
nolds was chairman of the organisation committee that wrote the 
Bank's statute. 68 That the American bankers defended their interests 
quite well will be seen from the fact that Ihe USA immediately signed 
the statute of the Bank confirmed at the Hague Conference, although 
she had previously taken part in the drafting of the proposals only in an 
unofficial capacity, through her experts. It is also not without interest 
to note that, after her signing of the Bank's statute, the United Stales 
was represented on its board of directors by three leading American 
banks: viz., J. P. Morgan and Co., the First National Bank of New York, 
and the First National Bank of Chicago. 

The lone in international settlements was thus set by the biggest, 
bankers of Wall Street. Tt is not surprising, therefore, that the London 
Conference of seven countries, held in July 1931. made its central issue, 
on their suggestion, the question of finding new ways of financing Ger- 
many. The American representatives at Ihe Conference, Secretary of 
Stale Henry Slimson and the Secretary of the Treasury, the millionaire 
Andrew Mellon, demanded close co-operation from the participants on 
the matter of financing Germany. These demands did not prove barren. 
A result of the Conference, whose decisions were based on the American 
demands, was agreement on converting the short-term loans to develop 
Germany's war industry, previously granted, into long-term ones. 69 

The scale of the financing of Germany by the United Slates and 
certain European capitalist countries in Ihe inter-war period is indicat- 
ed by the following figures. In 1931. when the Young Plan finally col- 
lapsed, the total of foreign capital in Germany was around 30 billion 
marks, according to the report of the Young Plan consultative com- 
mittee. 70 According lo other sources, it was much higher; for instance, 
according to the estimates of the French economist Elienne Mantoux, 
mentioned above, based on published data, Germany received a total 
of between 35 and 38 billion marks from 1920 lo the end of 1930, while 
reparations payments in the same period came lo 21 billion marks. 71 



88 See II. G. Moullon and L. Pasvolsky. Op. cit., p 219. 

69 The Bank for International Settlements continued to perform its fund ions 
connected with rendering Germany financial aid throughout the whole period of 
the existence of the fascist regime; the German member of the board, moreover, 
was Hitler's 'financial wizard' Hjalmar Schacht. the president of the Rcichsbonk. 

*> See R. Castillon. Op. cit., p 53. 

71 See E. Mantoux. Op. cit., p 247; R. Castillon. Op. cit., p 69. 
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A later study by the American economist A.C. Sutton put the total of 
foreign investments in Germany between 1924 and 1931 at about 33 bil- 
lion marks. 72 

More than half of Germany's total foreign debts on loans and 
credits came from the USA, and at least 70 per cent of her long-term 
credits. According to Kuczynski's estimates, based only on official 
publications, 73 135 German loans were floated abroad between 14 Oc- 
tober 1924 and 30 July 1930 to a total of at least .$1,430.5 million, of 
which $1,239 million were bonds issued in the USA. 71 When loans made 
to Germany by the United States are considered, we must also note 
the important fact that their main recipients were the biggest German 
monopoly associations. 75 The funds were earmarked by the biggest 
U.S. banking corporations, mainly those of the Morgans and the 
Rockefellers, who strove from the beginning to get the financing of 
German war industry concerns into their hands. 

The biggest reparations loan in the period concerned was made by 
a bank group headed by J. P. Morgan and Co. Other major American 
banks also figured in this, like the Chase National Bank, the Equitable 
Trust Co., Speyer & Co., the American and Continental Corporation, 
which played a particularly conspicuous role in financing Germany's 
rearmament. These banks in the main belonged to the Morgan and 
Rockefeller financial groups. 

Analysis of the American long-term loans made to private German 
concerns and companies indicates that they mainly went to the develop- 
ment of such industries as stool, chemicals, coal, mechanical and electri- 
cal engineering. There was a kind of specialisation, moreover, among 
the separate banks. The Chase National Bank, for instance, mainly 

n See Antony C. Sutton. Wall Street and the Rise oj Hitler (Bloomiield Books, 
Sudbury, Suflolk, 1976), p 24. According to other estimates, Germany's capital 
imports (from the time the currency was stabilised to December 1930) came to bet- 
ween 25 and 27 billion marks in 1924-30. See 1. M. Faingar. Vopros o reparatsiyakh 
posle vtoroi mirovoi voiny (The Question of Reparations after World War II), Prav- 
da, Moscow, 1940, pp 10-11. According to yet other estimates, Germany received 
9.3 billion marks in long-term investments in 1925-30, more than 12 billion in 
short-term loans, and four billion of investments, mainly in industrial firms. See 
I. I. Goldstein and R. S. Levina. Gennansky imperialism (German Imperialism), 
Gospolitizdat, Moscow, 1947, p 178. A. T. Bonnell cited figures that Germanv im- 
ported 14.8 billion Reichsuiarks in capital between 1924 and 1928 (Op. cit., p 18). 

73 The data published by American banks and the U.S. government on invest- 
ments abroad, especially in Germany, it should be noted, are fragmentary and in- 
complete, and underestimate their actual amount. Many private loans/made by var- 
ious American banks and corporations (mainly short-term ones) were not reported 
in the press, and information on them was not included in the official accounts. 
The facts about several loans and credits of a delicate nature' made to Germany 
were passed over in silence for one political consideration or another. The reports 
also did not include loans made to Germany by American banks jointly with those 
of other countries, for purposes of concealment. 

74 See R. R. Kuczynski. Banker's Profits from German Loans (The Brookings 
Institution, Washington, D.C., 1932), pp 150-155. 

76 The American economist Robert W. Dunn, citing American loans to Ger- 
many in 1924-5, pointed out in his book American Foreign Inues'ments (B. W. 
Huubsch and the Viking Press, New York, 1926, p 146) that the recipients invariably 
included the biggest Gortnan armaments concerns (Krupp, Thyssen, and Siemens). 
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■made loans to the chemical industry, Dillon, Read & Co. to the steel 
and coal industries, VV.A. Harriman & Co. and the American and Conti- 
nental Corporation to development of the electrical engineering, and 
the syndicate headed by the Guaranty Co. to the building of new Ger- 
man industrial enterprises and lines of communication. In other words, 
the American capital lent went, mainly into those industries that consti- 
tuted Ihe base for the subsequent developmenl of Germany's war in- 
dustry. 

Germany's lack of strategic raw materials was overcome by U.S. 
aid; production of synthetic fuel, and artificial rubber and fibres was 
begun. German heavy industry was renewed and modernised within 
several years. The revival of heavy industry, and the most perfected 
technique and technology of the time, enabled it to outstrip the indus- 
try of the other capitalist countries of Europe. Analysis of the data on 
the purpose of the foreign loans made to Germany is very indicative 
:in this respect (see Table 4.10). 

Table 4.10 

German Loans Placed Abroad (primarily In the tJSA) 
in 1924-1930 





Number 


Tola] issue 


borrowers 


of loans 


(S million) 


German Republic 


2 


208.25 


States 


11 


135.0 


Provinces and municipalities 


20 


109.4 


Public utility corporations 


41 


303.7 


Industrial corporations 


28 


301 .725 


Public credit institutions 


19 


253.35 


Private commercial corpora- 


M 


105.6 


tions 


Religious organisations 
Total 


3 


13.5 


135 


1,430.525* 



* Of this $1,239 million on the New York money market. 
Source : R. R. Kuczynski. Banker's Profits from German 

Loans (The Brookings Institution, Washington, D.C., 

1932), p 5. 



It follows from the figures in Table 4.10 that the bulk of the total 
loans (industrial corporations, public credit institutions, and private 
commercial companies) was meant to increase Germany's industrial 
capability. The rest was not excluded from that: loans to public utility 
corporations and municipalities, like the loans under the other head- 
ings, were used to build bridges of a military-strategic significance, 
ports, canals, dams, steel and chemical works, etc. 76 The German 

76 In Kuczynski's book mentioned above (American Loans to Germany) exam- 
ples arc cited of how a substantial part of the American loans under the item 'Public 
utility corporations' were intended from the start, by the terms of the agreements, 
for the building of railways, mines, etc. In fact this classing of the loans was a 
kind of camouflage. Such, too, was the purpose in reality of the loans made to 
municipalities, provinces and public credit institutions. 
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monopolies, learning from the experience of World War I, developed 
a war industry potential in the first place, with the active involvement 
of American and British capital. The establishment of the Hitler 
dictatorship made it possible to pursue the previous course with the 
application of new methods at incomparably faster rates and a greater 
scale than before. The most aggressive circles of monopoly capital were 
well aware that Hitler had already declared in the autumn of 1931: 
If I come to power now, I will order the War Minister to come and will ask 
him: what does the total rearmament cost? And if he asks for 20, 40, 60, even 
100 billion, he will get it immediately, and then he will arm. arm— arm, 
until we are ready, and then. then... 
When one of those at the meeting remarked: 'Then the world will unite 
again against Germany. You will have the Second World War, which 
you will lose the same as the First,' Hitler replied: 1 will order every- 
one to be shot who gives rearmament away.' The speaker tried again to 
object, bul. Hitler bawled: 'Shot, shot...'" 77 

.After Hitler's seizure of power, when Germany openly refused to 
fulfil any obligations whatsoever under the Treaty of Versailles, includ- 
ing reparations. American capital continued to play a major role in 
her economy. The Nazis annulled Germany's obligations; this, however, 
in no way damaged the position of the American monopolies, i.e. those 
which had helped them to come to power having suppressed the popular 
masses. 

The behaviour of those U.S. circles which defined the U.S. policy 
toward Germany cannot be termed other than criminal. American 
monopoly capital rode roughshod over all the promises previously 
given to oppose German imperialism's ambitious, predatory plans, 
and itself began to put arms into its hands even after Hitler's advent 
to power. It was not by chance thai the Fifth Congress of the Commu- 
nist International, held in 1924, qualified fascism as a classic form of 
counter-revolution in the period of the capitalist system's disintegra- 
tion and proletarian revolution, and as 'the fighting instrument of the 
big bourgeoisie against the proletariat'. 78 

In the summer of 1935 the Seventh Congress of the Communist 
International came out categorically against underestimating the fascist 
danger either in individual countries or in the world as a whole. The 
Congress expressed great concern that fascism had been converted into 
an international menace, and that it was the most dangerous, most 
brutal enemy that the international labour and democratic movement 
had ever had to contend with. In Georgi Dimitrov's report on the 
fascist offensive and the tasks of the Communist International in the 
fight for unity of the working class against fascism, and in the Congress 
resolutions, the socio-political roots of fascism and its class function 
were described with the utmost clarity. These documents revealed the 
complete bankruptcy of Social-Democratic leaders' claims that fascism 



77 See Walter Goerlitz. Der Deutsche Generalstab. Geschichte und Gestalt (1657- 
1945) (Verlag der Frankfurter Hefte, Frankfort on the Main, 1950), p 383. 

76 Resolution of the Fifth World Congress of the Communist international on. 
Fascism. International Press Correspondence, 1924, 4, 88 : 1024. 
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whs a regime of the rebelling lower middle classes standing above the 

proletariat and the capitalist class. 

No (Diniilrov said], fascism is not super-class government, nor government of 
the petty bourgeoisie or the lumpenproletariat over finance capital. Fascism 
is the power of finance capital itself. It is the organization of terrorist ven- 
geance against the working class and the revolutionary section of the peasantry 
and intelligentsia. In foreign policy, fascism is jingoism in its crudest form, 
fomenting bestial hatred of other nations. 79 

A host of facts incontrovertibly prove that, in spile of the obvious- 
ness of the threat to all mankind that fascism brought with it, active 
involvement of American monopoly capital in the development of heavy 
industry and the war industry in Germany continued after 1933 as 
well. In that period American banking and industrial corporations 
•continued to make loans and open credits for German concerns, though 
in more covert forms than previously. 

On the eve of World War TT American investments in Germany came 
to billions. In 1938 alone, according to the figures of the U.S. Depart- 
ment, of Commerce, American long-term investments in the German 
economy constituted |697 million, including 4353 million in portfolio 
investments. 80 Long-term investments, of course, formed only a part of 
the export of American capital. In the period up to 1931-2 U.S. short- 
term investments in Germany constituted almost half of the total 
investment. The figure for long-term investments quoted needs to be 
supplemented by roughly the same amount of short-term ones. In that 
■ease U.S. investments in Germany were at least one billion dollars in 
1938. That, too, was the estimate of the special Kilgore Committee of 
the U.S. Senate. In fact they were even greater, because the official 
U.S. statistics understated the volume of American investments abroad. 

The direct, collaboration of American and German monopolies was 
also being continually broadened. No small part of the weapons and 
munitions produced in Germany to supply Hitler's army was made 
in American factories located there. Neither the broad indignation 
of the public throughout the world with the rampage of fascist, terror 
in Germany, nor the aggressive aspirations of Hitler who, as researchers 
have admitted, 'never made any secret of his foreign policy aims', 
and not even the measures called 'economic guerrilla warfare' adopted 
in accordance with Schacht's Grussraumwirtschaft (large-scale economy) 
policy when Germany had not renewed ils 1925 trade agreement with 
the USA (which expired in 1935) could prevent this process. 81 The USA, 
moreover, secured itself a share in industrial enterprises in Germany. 
American monopolies became the owners of the automobile firm Opel, 
the electrical and radio firms Lorenz A.G. and Mix & Genest A.G., 
the Hugo Stinncs coal concern, the Deufsche-Amerikanische Petroleum 
A.G., the chemical firm of I.G. Farbcninduslrie, the Steel Trust, and 
other industrial giants. 

79 Georgi Dimitroff. The United Front. The Struggle Against Fascism and War 
(Lawrence & Wishart, London, 1938), p 11. 

80 See Cleona Lewis. The United States and Foreign Investment Problems (the 
Brookings Institution. Washington, D.C., 1948), p 322. 

81 See Hans W. Gatzke. Germany and the United States. A Special Relation- 
ship!' (Harvard University Press, Cambridge, Mass., 1980), p 114. 
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Produclion of weapons for the German fascist army went ahead at 
full speed in dozens of firms and enterprises that were American proper- 
ty or under U.S. control because of the predominant influence of Ameri- 
can capital in them. New plants were also built fully controlled by 
American capital. In 1922-6 dozens of American enterprises, firms, and 
subsidiaries, directly occupied in producing armaments and output for 
military purposes, were already operating in Germany. There were 
around 60 branch factories of American concerns there 82 ; some of the 
American monopolies alone owned enough share capital to control 
278 German joint-stock companies. Here are a few examples. 

The former German arms firm German Arms Co., with a capital 
of 30 million marks, passed under American control under the name 
Berlin Karlsruher Industry Co. Ford built his own works in the Meck- 
lenburg-Schwerin area. One of the biggest American tyre companies, 
B.F. Goodrich Rubber, owned a works in Germany employing 12,000 
workers. American Radiator, a big company producing radiators, had 
three factories in Germany. The International Agricultural Corporation 
owned 50 per cent of Solstadt, a German firm producing chemicals 
which had mines and a big chemical works. Standard Oil of New Jersey, 
one of the biggest American oil companies, the engineering firm Chicago 
Pneumatic Tool, and many other corporations like the Radio Corpora- 
tion of America, Otis Elevator Co., Turner Tanning Machinery Co., 
had affiliates in Germany. These American plants, like the many set 
up by other American monopolies in Germany, were a gift to Hitler, 
who employed them fully to unleash aggressive war against the Soviet. 
Union and other peaceful countries. 

After 1933 dozens of American plants in Germany took a direct 
part in carrying out war orders. Opel (belonging to General Motors, 
controlled by the Morgan group), and Ford A.G. (a subsidiary of the 
Ford Motor Co. (Detroit) were the biggest producers of tanks in Hitler 
Germany. The profits made by General Motors from the expansion of 
production in Opel's factories were reinvested in the Gorman economy. 
Half of the production of motor vehicles also fell to the share of Gener- 
al Motors (through Opel). The Morgan group supplied at least two- 
fifths of the means of communication for the German army (through 
Mix & Genest, Lorenz A.G., etc.) and a considerable part of the war 
planes (through Focke-Wulf). Standard Oil supplied the German army 
with fuel, etc., directly and through its subsidiaries. 

In 1938 International Telephone and Telegraph (ITT) bought 
28 per cent of the capital of the Focke-Wulf aircraft firm, through its 
subsidiary in Germany. 83 Focke-Wulf bombers bombed transports 
carrying weapons, food, and medical supplies to the Soviet Union, 
which was fighting the fascist hordes. The Soviet Union and the USA 
were Allies in the war against fascism; yet. at the same time part of 

82 See J. Tanenbaum. American Investments and Business Interests in Germany 
Joint Boycott Council, New York, 1940), p 7. Cited from G. A. Deborin et al. 
Eds.). Op. cit., p 183. 

83 R. J. Barnet, R. E. Miiller. Globalfieach. The Power of the Multinational 
Corporations (Simon & Schuster, New York, 1974), p 60. 
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American business was fighting on the enemy's side, helping fascist 
Germany to annihilate the Allies, to destroy the propert y of the Allied 
powers, and to stave off the day of the overthrow of fascism, instead of 
bringing it nearer. 

The banking house of Morgan maintained links through ITT. Soon 
after the fascist upheaval in Germany, it is worth noting, the chairman 
of the board of ITT was received by Hitler himself. As a result of the 
talk, the Nazis' agent Gerhard A. Westrick was put at the head of all 
the three of ITT's German firms; he appointed SS leaders and other 
prominent Hitlerites to top management, posts in them and their enter- 
prises. 84 The following words of Senator Kilgore, who was chairman of 
the special Senate committee, uttered in 1943, can illustrate this ex- 
ample: 

American money went abroad in huge quantities to build plants which are 
now the hane of our existence and a thorn in the side of our war effort. 85 
It is a known fact that Hjalmar Schacht laughed in his cell during 
the Nuremberg Trial, when he heard that German industrialists would 
be accused of arming the Third Reich. He told a U.S. officer: 

If you want to indict the industrialists who helped Germany with its rearma- 
ment, you must also indict your own... The Opel Works, which belong to Gen- 
eral Motors, really produced for nothing other than the war. 86 
The collaboration of American and German monopolies was thus 
broadened with Hitler's coming to power. The co-operation of the big- 
gest monopoly associations w r as particularly close. That concerned 
Standard Oil of New Jersey, in particular. Du Pont de Nemours and 
the American Aluminum Co. (which were closely linked with the Ger- 
man chemical trust I.G. Farbenindustrie), General Electric (which 
collaborated with the German trust of Krupp's), General Motors, and 
a whole number of others. 

Hjalmar Schacht played a criminal role in strengthening the ties 
of fascist business with U.S. firms; in February 1933 he had already 
convinced the U.S. Charge d'affaires in Berlin that the fascist regime 
did not present any danger for American business in Germany. Soon 
after his appointment as President of the Reichsbank; he visited the 
USA, where he sought new American loans for Germany. As a member 
of the German delegation to the international economic conference in 
London (June 1933) he took part in drafting the so-called Hugenberg 
Memorandum, by which the Hitlerites browbeat the Western powers 
with the 'danger of Bolshevism' so as to get a goodjbargain for them- 
selves on credits. 

The Cologne banker, Baron Schroeder, who had branches of his bank- 
ing house in the USA and Britain, played a similar role in drawing 
in resources to finance the fascist movement in Germany. Schroeder's 



84 See J. S. Martin. All Honorable Men (Little. Brown & Co., Boston, 1950),. 
p 209. 

85 Congressional Record. Proceedings and Debates of the 78th Congress. First 
Session, Vol. 89, Part 7 (U.S. Govt. Printing Office. Washington, D.C., 1943), 
p 9015. 

86 Albert Norden. Lehren deutscher Geschichte. Zur politischen Iiolle des Finanz- 
kupitals und der Junker (Dietz Verlag, Berlin. 1947), p 169. 
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bank in t lie United States collaborated with the law firm of Sullivan 
and Cromwell, which was headed by the Dulles brothers, John Foster 
and Allen. 

Emissaries of the U.S. banking associations, Winthrop Aldrich and 
Henry Mann, in turn visited Germany to discuss questions connected 
with financing her arming. Their conclusion was formulated in a talk 
witli the U.S. Ambassador in Berlin as follows: 'Despite Hitler's atti- 
tude these bankers feel they can work with him.' 87 As a result of the 
negotiations the American banks postponed receipt of payments from 
Germany due on previously granted credits, and also gave an undertak- 
ing that all revenue from American capital and property in Germany 
would be spent exclusively within that country in the future. An under- 
spending was reached that U.S. capital would take an active part in 
the arming of Germany either through the building of new war plants 
or through the modernisation of already existing ones. That concerned 
the Ford motor works in Cologne and the Opel works in Riisselsheim, 
and the works of General Electric and ITT; Standard Oil built a petro- 
leum distillat ion works in Hamburg that was the biggest in the world 
at the lime. 88 

Many of the American banks and firms that actively contributed 
to the Hitlerites' seizure of power in Germany, and later to their war 
preparations, belonged to Zionist capital. The bankers Lazard and 
Lehman, linked with German firms by business and family connections, 
were particularly active. When certain Jewish organisations in the 
USA tried to organise an international economic boycott of Germany, 
Zionist firms that were agents of German companies frustrated it. 

Many leading British and French monopoly associations also co- 
operated broadly in the war economy with German companies. Though 
it seems a paradox, the fact is that Zionist leaders of other countries 
also helped the Hitlerites. In 1929, for example, the Amsterdam bank- 
ing house Mendelson & Co. put $10 million at Hitler's disposal, and 
in 1931 handed Hitler $15 million jointly with the Rotterdam banking 
•consortium and through the mediation of the Banca Commerciale in 
Rome. A further ($126 million was lent through Warburg's after Hitler's 
coming to power. 89 

Co-operation with American monopolies that lent them money and 
made direct investments largely helped the German monopolies (the 
main recipients of these billions) not only to restore their economic and 
political position in a short period, but also to increase their economic 
power and international connect ions to a significant extent. By 1933 
German industry already transcended Kaiser Germany in many respects 
both quantitatively and qualitatively. It had been largely renewed, 
which was of immense military and economic significance. Germany 
restored the industry of the Ruhr, with its Krupp's arms factories, by 



87 See W. E. Dodd. Jr. and Martha Dodd (Eds.). Ambassador Dodd's Diary. 
1933-1938 (HaroourL Bruce A Co., New York, 1941), p 31. 

ft8 For further details see G.A. Deborin etal. (Eds.). Op. cit.. p 185; W. E. Dodd, 
.Jr. and Martha Dodd (Eds.). Op. rit., p 292. 

89 Einheit (Berlin). 1949. 4, 1:74. 
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cans of American loans. As a result, the Ruhr had already been con- 
erted into a powerful war industry base when Hitler came to power. 
Receipts of capital from abroad promoted a further concentration 
of production and consolidation of the system of state monopoly capital- 
ism in Germany. The biggest German concerns (Krupp, Siemens. e!c.) 
restored and consolidated their position after World War I with the 
help of American investments, and new international trusts arose: 
Interessen-Gemeinschaft Farbeninduslrie (1925) and Vereinigte Slahl- 
werke (1926). 

The American journalist James S. Allen cited facts in his book 
World Monopoly and Peace indicating that I.G. Farbenindustrie 'repre- 
sented an amalgamation of 177 German corporations' at the outbreak 
of World War II, and 'by the end of the war, according to the United 
States War and Treasury Departments ... controlled 380 German 
firms*. 90 He also cited facts about its broad links with U.S. monopolies; 
it had, in fact, become an international cartel controlling more than 
500 companies in many countries jointly with Du Pont de Nemours 
and other major American corporations like Standard Oil and Ford. 

The facts cited indicate what a truly sinister role direct and broad 
financial support of Germany by U.S. ruling circles and monopoly 
capital played in the post-Versailles period. The German monopolies' 
power was restored and consolidated by billions of dollars of American 
loans and credits; heavy industry, especially German war industry, 
was revived and renewed as a military-economic base. It is quite clear 
that Germany could not have coped with that task in such a short 
period by her own forces, without the powerful support of the USA, 
Great Britain, and several other major capitalist countries. As the 
historical survey falsifiers of History said: 

It was this golden rain of American dollars that fertilized the heavy industry, 
I and in particular the war industry, of Hitler Germany. It was the billions of 

American dollars invested by overseas monopolies in the war economy of Hitler 
Germany that rebuilt Germany's war potential and placed in the hands of 
the Hitler regime the weapons it needed for its aggression. 91 
In the light, of these incontrovertible facts the utter flimsiness of 
the false versions still current today in American historical and econom- 
ic literature is clear. We have already remarked above on the absurdi- 
ty of the thesis that U.S. policy in relation to Germany pursued the 
disinterested aim of ensuring normal development of the German econ- 
omy and so improving the people's position. American bankers and 
industrialists made huge profits from loans and credits to Germany, 
and charging high rates of interest on them, not counting the big gains 
made from stock exchange speculation on German bonds. 

It is quite understandable, therefore, why, as Germany's finances 
were put straight and her economy partially stabilised after 1924, 
major American banking and industrial corporations began to look 
more and more to her as a profitable undertaking promising them high 



80 James S. Allen. World Monopoly and Peace (International Publishers, New 
York, 194C), p 23. 
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profits. Tho American economist Harold Moulton described the predomi- 
nant mood in the U.S. 'business world' in relation to introduction of 
the Dawes Plan as follows, in his book The Reparation Plan: 

bull there are bankers and business men and economists almost without num- 
ber who have the notion that Germany, with her 63 millions of population on 

ffiSXSl fifiJ ? ev P, lo P. ed area two-thirds the size of the state of Texas, offers 
a fruitful held tor the investment of foreign capital. 92 

Another, just as false version must also be mentioned, the *ist of 
which is that the many American credits advanced to Germany were 
made to ensure payment of European countries' war debts to the Unit- 
ed States. Its authors argued roughly as follows: in order to ensure 
payment of the war debts to the United States, her debtors had to re- 
ceive reparat ions from Germany. In spite of the fact that the USA avoid- 
ed Unking the two questions in every way in official document* *he 
had in the end to agree that the Allies' solvency depended on their re- 
ceiving reparations from Germany, wbile the payment of reparations 
in turn depended on the solvency of Germany. Consequently, the advo- 
cates of this version claim, Germany had to be helped with loans, other- 
wise the United States would he forced to say goodbye to the millions 
of her credits, and the corresponding revenue from the interest on them. 

The flinisiness of all those arguments, however, becomes obvious 
when the sums paid by Germany to the Allies as reparations are com- 
pared with what the USA received in settlement of tho war debts In 
the period 1924-31 she received a sum on the Allies' indebtedness 
roughly equal to eight billion marks. German v 's reparations payment* in 
the same period were 11.28 billion marks. At the ,=ainc time Germany 
received loans of at least 18 to 21 billion marks, in one form or another 
more than half of which came from the USA. That means that the to- 
tal oi the American loans to Germany alone, without those received 
from other countries in the course of realising the Dawes and Youncr 
plans, considerably exceeded the eight billion marks received by the 
United States in settlement of the Allied countries' indebtedness. 
When account is taken, as well, of the fact that the USA advanced 
loans in the same period to other European countries, it becomes clear 
that their indebtedness to the USA was not reduced, but, on the contra- 
ry, greatly increased. 

The facts are evidence of the utter groundlessness of attempts to 
picture matters as if the financing of German war industry cartels was 
due to the need to ensure payment of the war debts to' the United 
States. In fact, it was done precisely in order to restore Germany's war 
industry potential so as to arm her for aggression against the Soviet 
Union. American monopolies wore also more interested, for purely com- 
mercial considerations, in investing their capital in the German econo- 
my than in settling the indebtedness of the USA's debtors, which is 
understandable since loans to German v, as we shewed above directly 
yielded them huge profits. The Allies' indebtedness to the United 
States was the consequence of the government credits she opened for 
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them, the source of which was internal loans and taxes. The funds for 
the credits were obtained by selling bonds to millions of subscribers- 
workers, farmers, employees— and, consequently, by the imposition of 
taxes on the working population. That meant that the financial conse- 
quences of non-payment of the war debts were small change for the Amer- 
ican monopolists. They hit only the broad strata of the working peo- 
ple of the USA. 

3.3. The role of cartel relations in the revival 
of German militarism 

Apart from the broad financial support that the United States gave Ger- 
many, the close co-operation of American monopolies and German con- 
cerns (both bilateral and through international cartels) played a sig- 
nificant role in the restoration and development of the German military 
and economic potential and preparation of the German, economy for 
war. These links had existed even before World War I , were not broken off 
during that war, and had already been completely restored again in the 
early years after its end. The interlocking of American and German cap- 
ital had become much closer by the end of the 20s as a result of the 
surge of American capital into Germany. 

An important element in that process was the creation of a ramified 
system of cartel agreements through which American monopolies main- 
tained close relations with war industry concerns and banks in Germa- 
ny. According to the official data, cartels sprang up at an unprecedent- 
ed rate in postwar Germany. In 1925 they numbered about 3 thousand, 
including around 2.5 thousand in industry. 93 Among them, it goes with- 
out saying, were cartels with American participation. 

In September 1936, at the Nuremberg Congress of the Nazi Party, 
Hitler set the target of an all-round mobilisation of German resources 
over four years, in preparation for war with the Soviet Union, and de- 
manded, moreover, that all other interests be subordinated to achieving 
self-sufficiency in all fields so as to make Germany 'economically inde- 
pendent' of foreigners and capable of withstanding any blockade dur- 
ing a war. In speaking of 'independence', of course, Hitler clearly did 
not have cartel connections in mind, since it was only by means of 
them that German industry was coping with the tasks set by the 
fascists. 

The agreements concluded between leading American monopolies 
and the biggest German concerns covered many of the most important 
industries, including steel and chemicals, the production of machine 
tools, electrical equipment, aircraft engines and petrol, the optical in- 
dustry, and the production of many other materials of exceptional sig- 
nificance for war industry. 

As an example we would recall Lenin's study of the facts about the 
sharing of the market by the American General Electric Co. and the 

See L. Aui'enburger, P. Pflimlin. La nouvelle structure economique du Reich 
(Paul Ilartmann, Paris, 1938), p 34. 



10* 



147 



German AEG, mentioned in Chapter 2. The agreement on dividing the 
world that they concluded in 1907 was renewed in 1922. General Elec- 
tric acquired 30 per cent of the shares of AEG. and became its largest 
shareholder. When promoting the rearmament of German imperialism, 
American capital broadly financed AEG. 

The scale of the cartel co-operation is shown by the fact that scores 
of big American and German companies had joined international car- 
tels by the beginning of World War II. The German cartels set on their 
feet by American capital gave fascism financial aid, ensured its coming 
to power, consolidated it, and put at its disposal the weapons with 
which World War II was unleashed. The international cartel agree- 
ments concluded with the active involvement of American and German 
monopoly associations played an important role in the equipping of 
Hitler's army and preparation of World War II. Many of them contin- 
ued to operate during the war. 94 

A monopoly agreement, on the manufacture and marketing of opti- 
cal instruments (including military ones— gun sights, periscopes for 
submarines, rangefinders). for example, had already been concluded in 
1921 . soon after the end of World War I, between the American Bausch 
Si Lomb Co. and the very big German firm of Carl Zeiss. Since, by the 
terms of the cartel agreements, the American firms were to inform their 
German partners about all technical innovations of interest to them, 
Bausch & Lomb willingly passed on U.S. military secrets to Carl 
Zeiss and only requested that the latter keep all the information secret. 95 
Zeiss, having obtained the whole market for its output, except the Amer- 
ican, under this agreement, was able to develop its production, espe- 
cially war production, on the broadest scale. It not only restored its 
prewar level of production in Germany, but also set up branch factories 
in other countries. 

Several monopoly agreements operated in the chemical industry, 
in which the Du Pont and I.G. Farbenindustrie trusts were actively in- 
volved. The latter had developed its production within a few years, 
with broad financial support from U.S. banking and industrial circles, 
and was exporting explosives in 1925. In February 1933 Du Pont con- 
cluded an agreement with I.G. Farbon on the sale of explosives and am- 
munition, which were sent to Germany via Holland. 

The big U.S. industrial monopolies, primarily Du Pont, shared 
markets with German concerns through a system of corresponding agre- 
ements, taking part with them in the so-called International Dynamite 
Trust. According to figures published in the USA, I.G. Farben con- 
trolled up to 40 per cent of the U.S. production of chemicals as well as 
the chemical industry of Germany. 

In view of the great importance of the steel industry, an internation- 
al Steel Cartel was formed in 1926, which was joined by the steel mag- 



94 The texts of many international cartel agreements contained a proviso 
that they would not cease to operate in the event of war. 

86 See Economic and Political Aspects of International Cartels. A Study Made 
lor the Subcommittee on War Mohilization of the Committee on Military Affairs, 
U.S. Senate (U.S. Govt. Printing Office, Washington, D.C., 1944), p 57. 

148 



nates of Germany, France, Belgium, Luxemburg, and the Saar. Ernst 
poensgen, the head of the Steel Trust concern, was its organiser. Later 
it was joined by the main steel producers of Austria, Poland, Czecho- 
slovakia, Great Britain, and the USA (the biggest American steel com- 
panies, to wit, United States Steel, Bethlehem Steel, and Republic 
Steel). The cartel produced about 90 per cent of the pig iron and steel 
being put on the world market. The German monopolies, in particular 
the Steel Trust, had a leading role in the cartel. 

Around 40 per cent of the pig iron, and 30 per cent of the steel pro- 
duced in Germany, and roughly 15 per cent of the coal mined there fell 
to the share of the Steel Trust in 1938. Efforts were being made to reduce 
Germany's dependence on imports of iron ore. There were a number 
of ore fields with an iron content of 20 to 25 per cent that it had been 
considered unprofitable to mine. Nevertheless, three steel works with 
an annual capacity of six million tonnes (a third of Germany's total 
output of steel) began to be built on them. Officially the work was car- 
ried out by the Hermann Goering Works, but in fact it was done by a 
specially founded American firm H. A. Brassert, a subsidiary of the 
big Chicago firm of II. A. Brassert & Co., which co-operated with tho 
Morgan Trust. yc 

Through its daughter company Carbolo, General Electric concluded 
a monopoly agreement with Krupp on the production and marketing 
of tungsten carbide. 

I.G. Farben alone had cartel agreements with two thousand foreign 
companies and firms, including such major American companies as 
Standard Oil of New jersey, Du Pont, Alcoa, and Dow Chemical. Tho 
following facts convincingly show the key role that I.G. Farben, which 
received major financial and technical aid from its American partners 
throughout the 20s and 30s, played in Germany's war economy. In 
1943 its share of German production was: synthetic rubber, methanol, 
and lubricating oils 100 per cent; dyestuffs 98 per cent; nickel 95 per 
cent; plastics 90 per cent; magnesium 88 per cent; explosives 84 per 
cent: gun powder 70 per cent; high octane (aviation) petrol 46 per cent; 
ynthetic petrol 33 per cent. a7 

Thanks to collaboration with American monopolies via internalion- 
1 cartel agreements, German concerns got access to scientific and 
technical information and U.S. technological secrets of defence signifi- 
cance, by which the war industry was modernised and the basis laid for 
production in Germany of the latest armaments and many important 
trategic materials. The Aircraft Corporation of America maintained 
ctive links with German firms; the United Aircraft & Transport Cor- 
poration exported parts for the construction of aircraft, and the Sperry 
Gyroscope Co. aircraft radio apparatus. The Cnrtiss Wright Corp., 
he Aircraft Corporation of America, etc., sent their products— main- 
engines and aircraft— to Germany. 



Cited from G. A. Deborin et al. (Eds.). Op. cit., p. 18(5; see also N. Miihlen. 
Hitler's Magician: Schacht (George Routledge & Sons, London, 1939), p 191. 
See A. G. Sutton. Op. cit., p 30. 
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in thn S f ,,r ^ s f . mak ^8 of patent rights on the latest inventions 
n the held of aviation available to Cern.anv was particularly impor- 
tant tor her. Pratt * Whitney had an agreement with the BaS, 
Mo or Works on the latter's production under licence of air-cooled avial 
t on motors United Aircraft Exports made patent rights on military 
aircraft available to a German firm. Douglas, the biggest Ameru^an air- 
craft company, sold the patent rights for a new aircraft to Germany 

g^" Aviatl r' in r hkh °° neraI Motors < in *«■ controlled™- T£ 
Morgan group) owned a controlling interest, gave Siemens & Halske 
AM .the documentation on the design of an automatic pilot and other 

n rl ^. inStn ;T tS - In 1940 Bendix Aviation transmitted the com- 
plete technical documentation for the production of aircraft and of 

JSSSi F, ank Kn 1 ox ; *«! U.S. Secretary of the Navy, 'in 1934 and 
U3d Hitler was supplied wilh hundreds of the finest airplane engines 

whiIe a Senate c — jtt — * 

Kn^n'.S'v bUil ? in il ri ^ hts forthe engines, were sold freelv by tbe Ameri- 

How essential American monopolies' financial, scientific, and tech- 
nical aid was in strengthening fascist Germany's war capability is 
1^ S organisation of production of synthetic fuel 
r E£ ?. ^ ? 1] ^ the iina " c »^ of new synthetic fuel plants 
j 'a 30 n 6 ° f the °P cr * tifJ » can he judged from a state- 

ment of he American Commercial Attache in Berlin, who said in an 
official talk in December 1035: 

In two years Germany will be manufacturing oil and <, a ? enough mil of 

I?n 19 ^o^ r ^ any 300 thousand tonnes of oil products and 

around 300 thousand tonnes of synthetic petrol. Ten years later, during 

Rf! T ai "'i n . Gr f lrarisfer x . of P atcnl information and technology on the 
Standard 0.1 of New York's production of synthetic petrol from coal 
to l.G Farben Germany was making nearly 6.5 million tonnes of oil 

?r \Zl %? W M* M per m \ ( ¥ million tonnes > consisted of synthet- 
ic ones. Standard Oil not only helped organise the production of syn- 
thetic petrol, but also spent large sums on exploring for oil in Germany 
and organising its extraction."* Furthermore, the whole production of 
synthetic oil in Germany was put under the control of the Braunkohle- 
a^, 1 ? (J SUbsjMiary of I G. Farben), which in turn had been 
folded with the financial help of Wall Street . More than half of the 
capital ot the oil company, which owned more than a third of all the 
German petrol stations, belonged to the trust. The German-American 
oil compan y owned oil refineries and lubricating oil works. 

, &8 Cited from Hershel D. Meyer. Must We Perish? The Logic of 20th Centuru 
Barbarian (New Century Publishers, New York, 1940), p 20 V 
VJ bee Albert Norden. Op. eit., p 171. 

ru mSfiA % ?q'9 E ,^rir an ?, Marthil Do < Jfl (Ed8,). Ambassador D odd's Dia- 
J ' lof 2J ?v 1 \- n ^ co * dln « l ,° other sources, over $60 million. 

bee W. E. Dodd, Jr. and Martha Dodd (Eds.).%. C U., p 303. 
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Typically, there were works for the hydrogen isalion of coal in Ger- 
many and Japan at the outbreak of World War II, hut none in tbe USA. 
The United States sometimes went so far as to yield first place in certain 
fields of production to Germany and Japan for the sake of profits and 
out of political solidarity with forces hostile to the Soviet Union that 
did not hide their aggressive plans in relation to the USSR. l.G. Far- 
ben obtained information from the Ethyl Gasoline Corporation, through 
a cartel agreement, on the technology for making lead tetraethyl 
(the anti-knock additive to petrol). Most of it was produced by works 
of l.G. Farben subsidiaries, and half directly in its own plants. l.G. 
Farben's experts admitted that , without lead tetraethyl, no modern war 
was conceivable. From the very beginning of the war the Germans were 
in a position to manufacture lead tetraethyl exclusively because not so 
long before the Americans had built a factory for them, prepared it for 
operation and gave them the requisite know-how. 102 

Without American aid Germany could not have organised the pro- 
duction of synthetic rubber, whose strategic importance is well known. 
The technology for mass production of buna-rubber was developed in 
the USA— ownership of the patent rights was passed to the German trust. 
Then Standard Oil developed a means of obtaining butyl rubber, of 
higher quality. German firms also collared it. 

' It has also been established that Standard Oil gave the German chem- 
ical trust information in 1038 on the production of synthetic rubber, 
and at the same time, bv Virtue of the cartel agreement concluded with 
T.G. Farben in 1929, prevented use of the patent in the USA itself for 
a long time. Manv more facts of the kind could be cited. 103 

U.S. monopolies helped fascist Germany with the production of 
aluminium, magnesium, nickel, tungsten carbide, beryllium, and oilier 
strategic materials. In <935 German production of light and non-fer- 
rous metals was already four times as great as French and Canadian, six 
times as great as British and Norwegian, and 16 thousand tonnes 
greater than American production. 104 

The German cartels, by utilising the system of cartel agreements, 
organised broad production of explosives wilh the help of American 
loans and the latest technology. In 1937-8, on the eve of the war, 95 per 
cent of Germany's dvnamite and other explosives was being produced 
by l.G. Farben and the Voreinigte Stahlwerke, closely linked with Amer- 
ican monopolies. Alcoa and Dow Chemical maintained close ties with 
German industrialists, transferring up-to-date technological informa- 
tion to them. 

At the same time German industrial companies were widely using 
cartel agreements so as to block or limit production of certain very im- 
portant types of output in several European countries, and so weaken 



102 The New York Times. 9 October 1945. 

103 On the position of German concerns in Europe and overseas see Dorothy 
Woodman (Ed ), Hitler Rearms. An Exposure of Germany's War Plans (Tbe Bodley 
.Head. London, 193',). pp 196-197. 227-228. 

1(11 See G. It ei maun. Patent* for Hitler (New \ork. 1949), p 203. 



151 



their military-economic capability and thus ensure the supply of their 
own war industry with strategic materials and primary goods and build 
up their reserves. 

The policy pursued by the steel cartel of limiting production of steel 
in certain European countries Jed to a serious lag of heavy industry in 
France and Belgium at the outbreak of World War II, compared with 
this industry's rapid growth in Germany. 

The real role of the leading American monopolies in reviving Ger- 
man militarism and preparing Hitler's aggression came out even more 
fully in documents made public after the war. At the end of World War 
II, when certain facts came out about the links between American and 
German monopolies in preparation of the German economy for war. and 
when it was already difficult to hide American capital's close collabora- 
tion with German concerns from the public, a special Senate subcommit- 
tee on war mobilisation (the Kilgore Committee) was set up in the U.S. 
Congress, which heard evidence on the activities of German monopolies 
and published corresponding records. 

These records contained clear evidence of the important role thai 
the USA played in the technical rearming of Germany. A whole number 
of facts were cited in confirmation of that. Tt w^as said, for example, 
that the building of motor works in Germany by the two leading Amer- 
ican automobile companies, and the training of German specialists in 
Detroit, in the latest American technology subsequently helped reorga- 
nise and re-equip other leading German war factories and design the 
Stukas device for dive-bombing. In the following period, the records 
said, the representatives of I.G. Farben in the USA organised training 
courses for German engineers, who visited aircraft and other highly im- 
portant factories where they were taught much of what was in" the end 
used against tho United States. The curtain was only partially lifted, 
however, so as to give the public some satisfaction,' to let off steam' 
The many volumes of the relevant committees' reports still lie un- 
disturbed in the Capitol building in Washington. Not a single represen- 
tative of the American monopolies was prosecuted. The whole thing was 
reduced to endless sittings of committees and subcommittees, at which 
crafty heads of the boards of many big corporations and firms, and their 
no less adroit and wily defenders in Congress, talked calmly about their 
affairs. These people were confident about their capital and their future, 
even when the committees were forced, by the pressure of incontro- 
vertible facts, to recognise that certain American monopolies had given 
direct support to German cartels that systematically financed Hitler 
and brought him to power. 

This finale of all these investigations was not fortuitous. American 
monopolies, both before Hitler's coming to power and after, did in Ger- 
many what corresponded to the foreign policy and strategic plans of 
American imperialism, which was banking on "revival of German mili- 
tarism and straining to push German aggression eastward. Tho report 
on cartels and national security of the Kilgore Committee said: 

The role which the cartels played in abetting Hitler's seizure of power has 
heen recounted at length both in the testimony before the committee and else- 
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where. Krupp, Thyssen, ami other powerful figures on the German industrial 
scene provided both financial support and political influence for Hiller. 10 *- 
The many documents and reports of the Kilgore Committee tell of 
the German cartels' aggressive plans against the Soviet Union and a- 
number of other European countries. Among them is the following text 
of a statement by Carl Duisberg, the former chairman of T.G. Farben, 
made in 1931, i.e. when German war industry was already working for 
war to a considerable extent: 

The narrowness of the national economic territory must be overcome by trans- 
national economic territories... For a final settlement of the problem of Eu- 
rope ... a close economic combine must be formed from Bordeaux to Odessa 
as the backbone of Europe. 106 

The German cartels' plans were well known to the U.S. monopolies. 
Their financial and industrial magnates, moreover, were directly involved 
in the preparation of these plans. Their collaboration with G erman 
war industry concerns was on such a scale that almost all the major 
American banks and industrial corporations had a connection of some 
sort with the restoration of Germany's war industry capability and I he- 
arming of Hitler's army. 

In more recent years documents were published in the USA and cer- 
tain other Western countries that shed additional light on the danger 
to peace of the American monopolies' criminal alliance with German 
cartels in the revival of German milit arism and unleashing of world war. 
The frank admissions contained in a letter of William E. Dodd, the for- 
mer U.S. Ambassador in Germany, to President Roosevelt, can only 
be taken as self-exposure, and are evidence of how closely the int erests of 
American Rig Business were interwoven with German concerns and of its- 
help to the fascist regime in the first years after Hitler's seizure of power. 

In a letter of 19 October 1936, i.e. three years after Hitler's corning 
to power, Ambassador Dodd wrote: 

Much as I believe in peace as our best policy, I cannot avoid the fears which 
Wilson emphasized more than once in conversations with me, August 15, 1915 
and later: the breakdown of democracy in all Europe will be a disaster to the- 
people. But what can you do? At the present moment more than a hundred 
American corporations have subsidiaries here or cooperative understandings. 
The Du Ponts have three allies in Germany that are aiding in the armament 
business. Their chief ally is the I.G. Farben Company, a part of the Govern- 
ment which gives 200,000 marks a year to one propaganda organization oper- 
ating on American opinion. Standard Oil Company (New York sub-company) 
sent $2,000,000 here in December 1933 and has made $500,000 a year helping 
Germans make Ersatz gas for war purposes; but Standard Oil cannot take any 
of its earnings out of "the country except in goods... The International Har- 
vester Company president told me their business here rose 33% a year (arms 
manufacture, I believe), but they could take nothing out. Even our' airplanes 
people have secret arrangements with Krupps. General Motor Company and 
Ford do enormous businesses here through their subsidiaries and take no profits 
out. 1 mention these facts because they complicate things and add to war dan- 
gers. 107 



*•* Cartels and National Security, Part II, 1944, p 73. Cited from James S. Al- 
len. Op. cit., p 19.. 
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Let us cite another, no less revealing excerpt from the published dia- 
ry of this ambassador. The fact that the representative of the Vacuum 
Oil Co., mentioned below, like the representatives of other American 
firms that were giving help to fascist Germany, was appointed a mem- 
ber of the Control Commission lor the denazification of Germany after 
the war, is very eloquent. 

January 23... Our Commercial Attache brought Dr. Engelbrecht, chairman of 
the Vacuum Oil Company iu Hamburg, to sec me. Engelbrecht repeated what 
he had said a year ago: 'The Standard Oil Company of New York, the parent 
company of the Vacuum, has spent 10,000.000 marks in Germany trying to find 
oil resources and building a great refinery near the Hamburg harbor.' Engel- 
brecht is still boring wells and finding a good deal of crude oil in the Hanover 
region, but he has no hope of great deposits. He hopes Dr. Schacht will subsi- 
dize his company as he does some German companies that have found no crude 
oil. The Vacuum spends all its earnings here, employs 1,000 men and never 
sends any of its money home. 10 * 

And here is one more interesting excerpt from Dodd's Diary of 
October 20 about his conversation with an American lawyer: 

October 20... 1 asked him [the lawyer representing American claimants against 
Germany], however: Why did the Standard Oil Companv of New York send 
$1,000,000 over here in December 1983, to aid the Germans in making gasoline 
from soft coal for war emergencies? Why do the International Harvester people 
continue to manufacture in Germany when their company gets nothing out of 
the country and when it has failed to collect its war losses? He saw my point 
and agreed that it looked foolish and that it only means greater losses if an- 
other war breaks loose. 108 

The American writer A. C. Sulfon quite justifiably remarked in this 
connection, in his book Wall Street and the Rise of Hitler, reviewing the 
facts about a number of major American firms' involvement in the 
preparation of World War II: 

The German businessmen could have disclosed a lot of uncomfortable facts. 
In return for protection, they told very little. It is undoubtedly not coinciden- 
tal that the Hitler industrialists on trial at Nuremberg received less than a slap 
on the wrist. We raise the question of whether the Nuremberg trials should 
m.l have been held in Washington— with a few prominent U.S. businessmen as 
well as Nazi businessmen in the dock. 11 " 
•One must give Mr. Sutton his due for expressing so clearly the idea that 
those who worked in the USA in favour of the German aggressor even 
when Hitler and his camarilla had got hold of the reins of German poli- 
cy should have been brought to justice. 

The facts adduced above reveal the real role of the alliance of Amer- 
ican and German monopolies in the arming of Hi Her Germany, and the 
unleashing of world war. Sutton's idea remained, alas, the naive il- 
lusions of an idealist. Not only should the captains of U. S. Business 
have been in the dock in the USA, i.e. those who did not have an aver- 
sion io deriving colossal profiis from their close lies with German monop- 
olies even when the Hitlerite hordes were picking off their victims 
one after the other in Europe; those who dictated the general line of 
U.S. relations wilh imperialist Germany should also have been on trial. 



10 * See W. E. Dodd, Jr. and .Martha Dodd (Eds.). Ambassador D odd's Diary. 
J933-193H, p 303. 
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AMERICAN CAPITAL ABROAD DURING 
WORLD WAR II 



§ 1. U.S. monopolies' economic interest in the 
war and the strengthening of the state's role 
in expansion 

Imperialism's generation of wars is primarily due, as we know, to deep- 
sealed economic causes, which include the further development of the 
concentration and centralisation of capital, growth of the economic and 
political power of monopolies, and their drive for omnipotence not only 
Within their own country, but outside it as well. 

The fathers of Marxism-Leninism more than once stressed that monop- 
oly capita] by its very nature strives for unlimited preponderance and 
domination and for international monopoly. 

An important goal of monopoly capilal, irrespective of its nalional 
•cloak, was its drive to weaken its main rivals, or in general to knock 
them, if only for a time, out of competition. But. thev were guided to an 
even greater extent by anti-Sovielism, haired of socialism, and hope of 
weakening the USSR wilh the help of fascist hordes. 

It is pertinent here to recall that the Soviel Union did everything it 
could to prevent, or at least to postpone, the bloody battle to which mo- 
nopolistic reaction and imperialism were pushing nations. Soviet diplo- 
macy, guided by the Communist Party, waged a continual, consistent 
struggle to prevent, (he forces of imperial ism from plunging humanity 
into a war whose aims, as Lenin wrote, were: 'reparl il totting of the whole 
world ... to obtain the opportunity and the right to rob, strangle and 
exploit the whole world.' 1 The Soviet Union did much to expose the real 
initiators of war preparations in the eyes of nations, and to lav bare 
the 'mystery' on which it was generated. 

Great attention was paid to ensuring a broad international rebuff of 
aggression in the event of war. Much importance was naturally attached 
to relations with the United States. In the context of the problems treat- 
ed in this book and, in particular, concerning the role played by the 
USA and American monopolies in building up the aggressive German 
war machine (dealt with above), and in pushing it eastward against, the 
Soviet Union, it will be useful to mention, even if briefly, the counter- 
action to this trend in U.S. international activity. 

The U.S. monopolies' broad economic ties with the fascist regime 
■were known. Some of them had already then received publicity." The 
influence exerted on the U.S. government by the financial and industri- 
al bigwigs who encouraged the building up of the Hitler Reich's war- 
industry was also known. There was no need to guess about their polil- 



1 v - T : Lenin. The Second Congress of the Communist International. Collected 
Works, Vol. 31 (Progress Publisher.?, Moscow, 1«J77), pp 216-217. 
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ical and class sympathies. The situation was complicated by the fact 
that anti-Soviet reaction was employing every pretext to worsen Soviet- 
American relations. So it was in connection with the Soviet-Finnish 
conflict, for example, after which a 'moral embargo' was introduced 
against the Soviet Union, "which lacked any sense, especially since the 
signing of peace between the USSR and Finland'. 2 

While Germany was "beefing up the muscles' of her war machine 
with the help of American capital and licences, the U.S. government was 
adopting a whole scries of discriminatory measures against the Soviet 
Union in the economic and political fields. On 2 December 1939, for 
instance, a ban was introduced in the USA on the export of aviation 
equipment, aircraft, and spares for them, aluminium and molybdenum to 
the USSR. The embargo was also extended to the export of equipment, 
patents and other documentation for the production of high-octane pet- 
rol. It was not just that these discriminatory actions undermined Soviet- 
American trade; they made it difficult to lay the material basis for re- 
buffing the Hitler aggressors. In that period there were even calls in the 
USA from the most reactionary circles for the breaking off of U.S. rela- 
tions with I lie USSR. 

In those extremely complicated conditions, the anti-Soviet trends 
in the policy of monopoly capital and the U.S. government, and their 
at tempi s lo damage the interests of the USSR (the lack of perspective 
of which more and more politicians in the USA itself were being forced 
to recognise) were opposed by the vigorous activity of Soviet diploma- 
cy. 

The queslions of normalising Soviet-American commercial and eco- 
nomic relations were systematically and persistently raised by the So- 
viet side during the negotiations that took place in the second half of 
1910 in the State Department with the Under-Secretary of State Sumner 
Welles. First place among I he questions discussed was given to those of 
lifting the 'moral embargo' and of granting licences for the export of 
industrial equipment from the USA already ordered by Soviet organisa- 
tions. During 1 lie negotiations the Soviet Union constantly pointed out 
that these issues and others could only be resolved observing the prin- 
ciples of equality and mutual benefit. 3 

The history of the war and postwar period has constantly confirmed 
the fact that political forces that do not want to take these fundamental 
principles into account in relations between sovereign states are regular- 
ly to be found in Washington. And yet it would seem that they have 
plenty of grounds for drawing proper, sober conclusions from the his- 
torical facts, especially the experience of those prewar years. 

The State Department announced the lifting of the 'moral embargo' 
on 22 January 1941, but discriminatory measures by the American 
authorities in relation to the USSR did not cease. Great harm continued 



2 Shestaya sessiya Verkhovnogo Sovcta SSSI1. 29 marta — 4 aprelya 1940 g. 
(The Sixth Session of the Supreme Soviet of the USSR. March 29-April 4, 1940), 
Gospolilizdal. Moscow. 1940, p 41. 

3 See Arkhiv vnesknei politiki SSSR (Archives of the Foreign Policy of the 
USSR). 
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to be done to Soviet-American trade by the 'licensing system' for ex- 
ports to the USSR introduced in 1940, which applied to most equip- 
ment and materials, and even widened the list of licensed goods. That 
position remained unchanged until June 1941. The following facts show 
the adverse consequences for Soviet-American trade of these and other 
discriminatory measures taken by the U.S. government. 

From January to May 1941 the American government refused li- 
cences or detained cargoes to a total of $29 million. Of the applications 
for new orders made by Soviet organisations, totalling $49.9 million, 
refusals were received for goods valued at $38 million. Unacceptable 
terms were also often imposed on the filing of orders already accepted 
for t lie remaining amount. 

In 1940 Soviet purchases of many types of equipment and materials, 
etc., were cancelled, and some considerably reduced. Cracking equip- 
ment and several very important types of machine tool, for instance, 
were struck out of U.S. exports to the USSR, and deliveries of alumini- 
um and molybdenum were completely stopped. Soviet purchases of a vi- 
al ion equipment in the USA were reduced from $2,904.9 thousand in 
1939 to $270.7 thousand in 1940. And although U.S. exports to the 
USSR rose in 1940 by $30 million compared with 1939, their value was 
considerably reduced, however, because of the absence of deliveries of 
types of machinery and equipment that w r erc of prime importance to 
the Soviet side. American imports from the USSR fell by 17 per cent in 
the same period, whilo the trade balance in favour of the USA rose to 
$66.2 million compared with $31.6 million in 1939. In 1940 U.S. ex- 
ports to the USSR were 2.2 per cent of all U.S. exports, while U.S. im- 
ports from the USSR did not exceed 0.8 per cent of all the U.S. imports. 4 

These facts to some extent illustrate what a difficult situation built 
up at times in relations between the USSR and the USA immediately 
before the Hitlerites' attack on the Soviet Union. They also enable us to 
some extent to judge the invisible effect of the 'economic factor' about 
which we spoke in Chapter 4, viz., American investments in Germany's 
war industry. The importance of neutralising this 'economic factor' 
politically could not be exaggerated, the more so that recollections of 
the possibilities of making huge profits from war production were still 
fresh in big U.S. monopoly capital, now coming frequently from both 
belligerent sides— the American government and Hitler's Reich. 

The U.S. monopolies counted on exploiting World W T ar II to enrich 
themselves immensely at the expense both of their own country and of 
her Allies, and did. The scale of their enrichment was incomparably 
greater than at the beginning of the century. As Alfred Sloan, Jr., one of 
the top managers running the giant General Motors Co., said, the effect 
of World War IT was unprecedented, for all the relative significance of 
World War I orders. It was not just a matter of their quantitative scale: 
General Motors' $35 million worth of war production in World War 
I, and its $12 billion in World War II. The main point was that war 
production was a 'sideline' in the first case, while it occupied a whole 



4 Arkhiv uneshnei politiki SSSIi. 
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production programme in the second; as regards Genera] Motors Sloan 

SaiC,: c , lit 1 

Our assignment for that year, stated briefly, was to transtorm the world s larg- 
est automobile company into the world's largest manufacturer 01 materials 
for war. 5-6 • 
Other corporations also underwent this ' transformation so prolit- 
ahle for the monopolies. Strict, control over reserves and the obliga- 
tions assumed, together with concrete contracts and agreements, ena- 
bled the government substantially to influence the production and finan- 
cial operations of the respective corporations. 

U.S. industrial production, taking advantage of the favourable eco- 
nomic situation, advanced considerably during the war years. Its total 
volume increased by 120 per cent between 1939 and 1944. War produc- 
tion rose particularly rapidly. Industrial capacity increased by at least 
40 per cent through the commissioning of new plants and equipment. 
Productivity rose by more than 30 per cent. All that brought the mo- 
nopolies enormous profits: net profits for the war years were $57 
billion. 

The economic restructuring of the USA brought about by the war led 
to a rise of government war spending. The proportion of federal expen- 
diture in the gross national product was already 16.3 per cent in 1941, 
and in the total of war spending, 11 per cent. Another consequence was 
an increase in the relative weight of public expenditure on industrial 
building, primarily of war plants. The steep increase in the financing of 
the building of new factories and plants directly by the government was 
one of the main differences between the First, and the Second World 
War as regards their effect on the U.S. economy. Total expenditure on 
building new plants was at, least $25 billion during World War II, two- 
thirds of it financed by the government, whereas the government financed 
roughly 10 per cent" of the total expenditure on building new plants 
and extending old ones during World War I. As a result, the specially 
founded Defense Plant Corporation owned more than 10 per cent of the 
production capacity of U.S. industry as of 30 June 1945. 

Publicly-owned plants were built by funds from the budget, in other 
words, largely from taxes levied on the public and from war loans. As a 
result 'of the steep increase in government expenditure during the war 
years, the public debt of the USA rose from S60 billion in 1939 to $260 
billion in 1945, i.e. by a factor of 4.4. 7 In 1940-41 expenditure on build- 
ing public-owned plants was 32.8 per cent of the U.S. total war spend- 
ing, in 1941-2 26.6 per cent, and in 1942-3 16.8 per cent. During the 
war $17,169 million were spent on building and extending plants in 
manufacturing industry at public expense, and $8,623 million from pri- 
vate investments. 

The figures show that expenditure on building public-owned plants 
sometimes exceeded the outlays on building private ones. The ratio of 



& -° Alfred P. Sloan, .lr. My Years with General Motors (Doubleday & Co., New 

^° rk 7 gfe kowmic hep°r1 of the President (February 1975) (U. S. Govt. Printing 
Office, Washington, D. C, 1975), p 323. 
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these two forms of expenditure, of course, varied with the industry and 
in time. Public expenditure was heaviest during the war and in the 
years immediately preceding it. As regards industries, public building of 
plants took place primarily in those linked with the production of arms 
for the army, navy, and air force. 

All this is evidence that the role of state monopoly capital rose steep- 
ly in the USA during World War II. The growth of public ownership, 
of course, not only did not alter the nature of the capitalist economy, 
but, on the contrary, emphasised the monopoly character of modern cap- 
italism in general, and of American capitalism in particular, even 
more strongly. The increase in public ownership suited the monopolies, 
since it provided better opportunities for their enrichment, above all' 
because it eased the conditions for applying measures of direct extra- 
economic compulsion in relation to the workers, which was often ex- 
tended to private plants as well. 

The transfer of publicly-owned plants to private hands after the war 
at prices several times lower than their real value also gave the monopo- 
lies immense gains. 

The dictatorial character of American monopoly capital, and its- 
perennial drive to establish its sole control over the world capitalist 
market, inspired by an unslakable thirst for higher profits, determined 
both the policy and strategy of U.S. imperialism during World War 
II. Its goals consisted in getting maximum benefit for itself, achieving 
a weakening of the Soviet Union in every possible way, in exhausting 
its imperialist rivals, Germany and Japan, and in getting rid of thein 
and at the same time in weakening the position of Groat Britain 

The aspirations and schemes of Washington and U.S. imperialism 
were in flagrant, contradiction with the real tasks facing the anti-Hit- 
ler coalition in defeating German fascism and Japanese militarism The 
policy of capital exports pursued by U.S. monopoly capital and ruling 
circles during World War, II was subordinated to the aims of expansion 
The loans and credits granted by the USA from public and private funds 
then once more served as important, levers of U.S. economic expansion 
in the struggle to extend markets for raw materials and spheres of in- 
vestment by grabbing the colonial possessions of both her opponents, 
and her Allies. 

The World W 7 ar's breaking of economic ties between capitalist 
countries and, as an inevitable consequence, the narrowing of the sphere 
of application of loan capital, caused a slowing of the rates of export of 
American capital, and changes in its structure and geographical distri- 
bution. There were also substantial changes in the import of foreign in- 
vestments into the USA. These basic trends during World War II can 
be traced in the official figures published by the U.S. Department of 
Commerce (see Table 5.1). 

The USA, while maintaining its position as a capital-exporting 
country, remained at the same time a debtor of Western monopolies 
In contrast to foreign investments in the USA. which arose mainly 
through short-term (private and public) investments, the increase in 
American capital investments abroad, we would note, however, occurred 
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Table 5.2 



The Movement of American Investments Abroad and of Foreign 
Investments into the USA, 1939-1945 
($ million) 
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12,275 


12,990 
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Private 
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12,195 
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13,340 


13,765 


14,590 


Long-term 
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13,675 


direct 
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7,340 


7,525 


7,740 
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foreign dollar bonds 
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1,650 


securities payable 
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other 
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the United States 
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12,300 


12,605 
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15,085 
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11,645 


12,560 
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8,502 


direct 
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+2,575 
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+5,240 
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-2,915 
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-4,070 


-4,205 


-5,400 


-5,685 
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Source: U. s. DrparLmenl of Commerce. International 'Ircnsactions of tlie United Slaies 
during the War, 1040-4 5, Economic Scries No. 65 (U. S. Govt. Printing Office, 
Washington, D. C, 19 4 8), p 110. 
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plainly through long-term investments. The growl h of short-term for- 
eign investments in the USA was a consequence of the adverse balance 
of payments on current account in the war years; the total of long- 
term foreign investments in the USA remained in practice at the prewar 
level. 

American foreign investments rose slowly during World War II. 
Over the years 1940-45 the increment was around $4.5 billion, the great- 
er part of it occurring in the second half of 1945. The increase in the 
total came about mainly through long-term invest ment (by 33.9 per cent, 
or $3.87 billion). U.S. government long-term investments rose particular- 
ly rapidly (by 88.1 per cent, or $1.5 billion). 

The increase in government long-term investments was due to the 
marked expansion of the Export-Import Bank's operations. Between 
August and December 1945 alone, after victory over Japan, the Bank 
lent France, Belgium, and the Netherlands a grand total of 5898 mil- 
lion. The Anglo-American Financial Agreement ; signed on 6 December 
1945, which provided for granting the United Kingdom a big long-term 
loan of $3,750 million, belongs to the same period. As for private long- 
term investments, their growth in 1940-45 (by 20 per cent, or 52.3(35 
million) was mainly due to foreign securities (chiefly Canadian), and 
reinvested profits of U.S. -controlled enterprises abroad (5900 million). 
The total of American private short-term investments remained at its 
former level during the same period. 

As already remarked, the role of government exports of capital in- 
creased, while the predominant position of private investments was 
maintained. Whereas almost all the capital exported by the USA 
in 1939 belonged to private monopolies, at the end of 1945 the propor- 
tion of government investments was 13 percent. This trend is distinctly 
visible when we compare the growth of long-term (private and public) 
investments. During the period from 1940 to the end of 1945 public long- 
term investments in other countries increased by a factor of 19.8, while 
private long-term investments increased by 20.9 per cent. At the end 
of the war the role of inter-governmental loans grew, whereas before 
the war private investments in the bonds of foreign states predominated. 

There were also definite shifts in the geographical distribution of 
American foreign investments. American imperialism, which was striv- 
ing to make maximum profits and corner new markets, driven by aims 
of expansion, directed the main flow of government loans and credits, 
and the private export of capital, to Latin American countries, Canada, 
and the colonies and semi-colonies of Great Britain, France, and other 
Western powers. Taking advantage of the weakening of Great Britain 
and France during the war, the USA grabbed their spheres of influence 
by means of long-term investments and supply of commodities, and 
established its influence over the colonies and dependent territories of 
Germany and Japan. 

The changes in the geographical distribution of American foreign 
investments during Iho war were also due to the fact that their flow 
tended, because of military operations, toward areas that were safe 
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ditions for making profils, primarily in countries remote from the direct 
theatres of war. The number of daughter firms of the biggest American 
monopolies during the war rose by more than 200. It is estimated, from 
the official figures, that more than 70 per cent of all U.S. foreign long- 
term capital investments at the end of the war were in colonies and other 
economically underdeveloped countries and territories. 

A high level of American investments was thus maintained in Lat- 
in America and Canada in 1940-43, compared with 1936; in 1943 they 
accounted for 64.8 per cent of the total of U.S. foreign investments, and 
there was a certain decline in the relative weight of investments in 
Western Europe (see Table 5.2). 

Table 5.2 



Geographical Distribution of U. S. Direct Investments 
Abroad, 1936-1943 

($ mil lion) 



Country or region 


193G 


1940 


1943 


Total 


6,691 


7,000 


7,862 


Latin America 


2,847 


2,771 


2,721 


Canada 


1,952 


2,103 


2,378 


Western Europe 


1,245 


1,420 


1,785 


Other countries 


647 


700 


978 



Sources: Historical Statistics of Ike United States. Colonial 
Times to 1970, Part 2 (U.S. Govt. Printing Office, 
Washington. D. C, 197r>), P 870; Survey of Cur- 
rent Business, 195 2, 32, 12 : 8. 



The U.S. government put constant political pressure on the govern- 
ments of Latin American countries during the war to ease the conditions 
for their infiltration hy American monopolies. In 1940-44 Nelson Rocke- 
feller, a member of the very big Rockefeller financial group, was the 
federal co-ordinator for Latin American affairs. 

The Meeting of the Ministers of Foreign Affairs of the American Re- 
publics held in January 1942 recommended, under U.S. pressure, that 
steps be taken to encourage foreign capital investment in countries of 
the Americas, and requested governments to adopt the measures needed 
to facilitate and protect these investments. 8 In practice it was a matter 
of encouraging American capital investments in Latin American coun- 
tries. The situation looked roughly as follows: two householders met; 
one of them grabbed the other by the throat, saying: 'Either you invite 
me to your house, or it will be the worse for you.' In such a situation it 
was not easy to refuse. 

As a result of World War II, Ihe American monopolies, having con- 
solidated their position in the countries of the Western hemisphere by 



8 LelandM. Goodrich (Ed.). Documents on American Foreign Relations, Vol. TV, 
July 1941-June 1942 (World Peace Foundation, Boston, Mass., 1942), p 310. 
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pressure, had completely ousted their German, Italian, and Japanese 
rivals who had penetrated there before the war, and seriously restricted 
the monopolies of Great Britain and France. And it could not in fact, 
have been otherwise. Latin America became heavily dependent eco- 
nomically and politically on American capital. 

1.1. The Export-Import Bank, an instrument of 
U.S. monopolies' expansion 

The increase in the role of the governmental programmes of U.S. for- 
eign financial operations during World War II and in the postwar pe- 
riod is plainly visible from the operations of the Washington Export- 
Import Bank." This Bank was assigned a prominent ro e in effecting in- 
ternational expansion. It was founded in February 1934 as a government 
institution with an initial capital of $11 million, 9 whose purpose was 
fcb advance bank loans for Irade with the Soviet Union 10 But the ruling 
circles of the USA did not aspire to develop Soviet-American trade. 
Using the question of Ihe 'unsettled stale' of the USSR s debts as a 
pretext they put obstacles of every kind in the way both of commercial 
credits for the Soviet Union 12 and of the placing of Soviet orders in the 
USA. and interfered in the signing of commercial deals with American 
industrialists who had expressed a readiness to strengthen trade rela- 
tions wilh the Soviet state. 

Later in March 1934. a Second Export-Import Bank of Washington 
was founded with a status of 'government agency' similar to that of the 
fersl 13 It was originally intended to finance trade with Cuba, nut i s 
operations were later extended to other capitalist countries as well. 
In June 1936, as a result of the merging of the two banks the functions 
of the second were transferred to the original Export-Import Bank, 
which was given the job of financing trade with all foreign countries. 
In its first years the Bank's operations were limited to opening yu-day 
credits to finance the export of agricultural produce, products of heavy 
industry, and industrial equipment. Its operations were completely 
subordinated to the foreign policy aims of the USA right from the begin- 
ning-. Its shares were held by the State Department, the Department oi 
Commerce, and the Reconstruction Finance Corporation. Ihe L.b. 

r » Executive Order 6581, dated 2 February 1934. See Legislative History of the 
Export-Import Bank oj Washington (U.S. Congress Senate Committee on Banking 
and Currency, Washington, D. C, September 1935), p 1. 

io senate Hearings on H.R. 4240 and S. J 775, 23 January 1935, Book No. 14, 

PP ""Annual Report of the Export-Import Bank of Washington for 1936. 

SCC 4lffi&5 aim of the founding of the Export-Import Bank 
its board of directors adopted a resolution in March 1934 in awor^ncewi h which 
the Bank would not proceed to any operations relating to trade between the USA 
and the Soviet Union until the Russians produced an acceptable solution of the 
debts question (H. Aroy. History of the Operations and Policies of the Export-Iniport 
Bank of Washington, Export-Import Bank of Washington (Washington. D.C., 

,953 « Executive Order 7365, dated 7 May 1936. See Legislative History..., p 4. 
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government was thus given, in fact, the role of a credit authority, with- 
out any camouflage. 

The management of the new bank was picked accordingly. Its board 
consisted of four representatives of the Reconstruct ion Finance Corpo- 
ration, two representatives each of the above-named Departments, and 
one representative each of the Treasury, the Federal Reserve System, 
and the Bank itself. The official character of this banking institution 
was further emphasised when, in 1945, the Secretary of State, or a depu- 
ty appointed by him, and four directors appointed by the President with 
the approval of the Senate, were added to its governing body (the Board 
of Directors). 

As was to be expected, the Bank was used exclusively to open cred- 
its for foreign governments or their direct agents. Its functions and pow - 
ers were systematically broadened; while founded to finance Ameri- 
can exports, it was gradually given broader functions, especially with 
Congress' adoption in September 1940 of an amendment to the original 
statute founding the Bank, in accordance with which its powers were 
considerably extended. The amendment said that the aim of the found- 
ing of the Bank was to open credits for foreign governments or their 
central banks and agencies in order to provide aid in developing the re- 
sources, stabilising the economies and ordering the foreign trade of the 
countries of the Western hemisphere by supplying them with the requi- 
site financial resources, which at each given moment should not exceed 
$500 million. 14 The total capital of the Bank was set at S700 mil- 
lion. 

The reference to 'aid' to other countries was clearly made, it goes 
without, saying, for demagogic purposes. The real sense of the Congress 
amendment was that the U.S. government was sanctioned by Congress 
to use credits opened through the Export-Import Bank as a direct 
means of economic and political influence on other countries. The Bank's 
credits could already be openly employed to put pressure on a country, 
all the more so since, under the new procedure for signing the relevant 
agreements, not only was the U.S. government involved but also that 
of the country being granted the loans, either directly or through or- 
ganisations controlled by it. It is not surprising, therefore, that there 
were already cases in the first, years of its operation when it was used 
for direct action on the economies of certain countries along lines prof- 
itable to American monopolies, and in particular to provide the USA 
with cheap strategic materials. 

According to the Bank's reports, it made a total of $985.1 million 
in loans and credits to other countries, from which the borrowers in 
fact drew $388.4 million (see Table 5.3). 

U.S. ruling circles mado no secret of what were the aims of this new- 
institution, which was displayed particularly clearly during discussion 
of the question of extending its functions. 15 The advocates of extension 
of its pow ers said in Congress that it should facilitate the United 

11 *bWc£aw 792, 76th Congress (54 Stat. 961), approved 26 September 1940. 
H. It. CommiLlee on Banking and Currency. Hearings on 11. R. 10212 (super- 
seded by H.B. 10361), A ugust 6, 1940. 
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Table 5.3 

Size and Dynamics of the Export-Import Bank's Operations 

(S million) 



Year 


Credits 
opened 


Actually 
paid out 


paid out on 
account of 
credit repay- 
ment 


1 Ulcll IIIUcJH- 

L'dness on 
credits 


1940 


371.2 


95.3 


29.5 


131.0 


1941 


182.9 


116.8 


61.7 


186.1 


1942 


264.0 


50.4 


55.0 


181.5 


1943 


63.2 


55.7 


33.2 


205.9 


1944 


31.1 


49.6 


30.1 


224.5 


First half of 1945 


72.7 


20.6 


31.1 


214.1 


Total 


985.1 


388.4 


239.6 




Accumulated as of 1 










December 1939 


283.6 


115.2 


49.9 




Total from 1934 to 1 










July 1945 


1,208.7 


503.6 


289.5 





Sources: AniMal Report* oj the Exporl-lmport Hank, 1 936-44; Firc-t Se- 
miannual Report of 1 July 1946. 



States' obtaining of strategic materials, and to provide support for Amer- 
ican foreign policy. The State Department admitted that "the Export- 
Import Bank became thus a definite instrument of American foreign 
policy'." 

The Bank coi Untied, from time to time, if is true, to grant loans to 
finance the export of American commodities, e.g., cotton and tobacco. 
But its main function was broadened more and more, and the aims 
with which its operations were associated became more and more 
sweeping. It was that which caused the adoption on 31 July 194") of an 
act to increase its lending power from $700 million to $3.5 billion, and 
give it the right to grant emergency loans, allowing for the political 
situation. 17 That was also a reason for the subsequent lifting of the lim- 
itations imposed by the notorious Johnson Act on the granting of loans 
and credits to countries that had not repaid their war debts to the USA. 

The U.S. government, by employing the Export-Import Bank, thus 
gradually took the granting of loans to foreign governments moro and 
more into its own hands. That suited the book of the American monopo- 
lies, and every proposal of the government's to extend the Bank's func- 
tions and capital met with the full approval of banking and industrial 
circles. It was not by chance that the President of the American Bank- 
ers Associat ion, W. Bandolph Burgess, urged its immediate adoption 
during the debate in the Congress in 1945 on the afore-mentioned act; 
American bankers saw several benefits and advantages for themselves 



10 E. L. Dulles. The Exporl-Iinport Bank of Washington. The Department of 
State Bulletin, 1944, 11, 284:607. 

17 See International Transactions of the United Stales during the War, 1940- 
45, p 10. 
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in the fact that the U.S. government, had itself become a regular bank- 
er. 

How did the U.S. government in fact use the Export-Import Bank? 
First of all, to increase American capital's penetration of Latin Ameri- 
can countries and to consolidate for the USA the positions that Great 
Britain and Germany had lost there during the war. The first loans 
made to Latin American countries during the war were already subor- 
dinated to that task. 18 In addition, political and other conditions 
increasing their dependence on the United States were horse-traded in 
exchange for loans. An example is Argentina's loans. Similar aims were 
pursued by loans and credits to Brazil totalling hundreds of millions of 
dollars. The Bank financed the building of the big Volta Redonda 
steelworks in Brazil to the tune of $45 million, having thus actually 
placed the works under U.S. control. Half of the shares in the works 
were held by an American steel company. 19 

The U.S. government haggled a number of concessions from Mexico 
in the form of a lowering of dut ies on imported American commodities 
and meeting of American oil companies' demands for compensation for 
their property nationalised by l.ho Cardenas government. In addition, 
it was envisaged that the American loan of $30 million would bo used 
to build a road as part, of a Pan-American military-strategic highway. 
These concessions of Mexico's on customs duties on imports found 
reflection in the American-Mexican trade agreement of 1942; their 
lowering was exploited by American monopolies as a means of stifling 
her national industry. 20 

Costa Rica, Honduras, Guatemala, Nicaragua, and El Salvador 
were granted loans to build their respective parts of the Pan-American 
highway. The significance attached to building it by the American 
government will be seen from the fact thai, no less than ,§85 million was 
granted in loans, not. to mention the technical 'aid' of engineers, etc. 

The granting of loans to most Latin American countries was also 
made dependent on an increase in deliveries of strategic raw materials 
to the USA, viz., tin, lead, copper, etc. An example was the credits 
opened by the U.S. government during the war for Peru, Ecuador, and 
Chile, totalling $44 million, in the main to finance the building of 
mines. 

According to the official figures in the Bank's reports, the main aim 
of its loans throughout its operations has been to increase economically 
backward countries' output of strategic raw materials. As before the 
war, the loans to Latin American countries consolidated their position 
as sources of raw materials for American industry and markets for 
American goods. The efforts of some of them to sot up their own facilities, 



18 According to official sources, the Bank advanced $593 million in loans and 
credits to Latin 'American countries between September 1940 and December 1944, 
but the sum actually paid out was much lower (see H. Arey. Op. cit., p 58). 

19 H. Arey. Op. cit., pp 42-44. 

20 See Leland M. Goodrich (Ed.). Documents on American Foreign Relations, 
Vol. IV, p 357. 
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cg ., to refine petroleum (Venezuela, Mexico), invariably encountered 
the ' opposition of American monopolies. 

\ typical example of the advancing of loans through the Export- 
in, port Bank for foreign policy ends was the loans to the kuomintang 
Authorities in China to fight the democratic forces of the country. 

The use of loans and credits for expansionist ends began to grow 
rapidly in scale after World War II. They served the purpose of crude 
interference in the domestic affairs of other countries, and subordina- 
tion of their economies to the needs of American monopolies. An exam- 
ple is the loans made to France, the Netherlands, Belgium, and Italy 
l.etween August 1943 and the end of 1947, where they were used (as m 
several other European countries) as a means of giving politica back- 
ing to reactionary political parties and politicians. Economically the 
bans pursued the ends for which the Marshall Plan was subsequently 
introduced, viz., to undermine the economic independence of European 
countries, and to sell slocks of surplus American goods. From the 
Bank's foundation in 1934 to 30 June 1953 it lent other countries a 
band total of $6,307.2 million. 21 The greater part of this was lent m 
the postwar period when the USA, taking advantage of many countries 
economic difficulties, began to use loans on a particularly broad scale to 
import strategic raw materials from them and to subordinate their 
economies toiler military-strategic plans. . 

According to the same official figures, a considerable part ol the 
Bank's financial assets ($2.7 billion) was in loans to European countries, 
which circumstance was directly connected with the forming ol aggres- 
sive military blocs there; %2A billion was lent to countries in Latin 
America §916.3 million to countries in Asia, $375.6 million to Canada 
ami $151.8 million to countries in Africa.** The overwhelming pari of 
these sums (69.5 per cent on the average for all countries, 80 per cent 
for European countries, around 90 per cent for countries m Asia, Atnca 
and Latin America, and 100 per cent for Canada) was employed to exert 
direct influence on the economies of the countries concerned so as to 
strange those of their industries that blocked the export of American 
goods! and the rest directly to finance American exports. 

Aiter the introduction of the Marshall Plan the advancing of loans 
throuo-h the Export-Import Bank in essence became an integral part ot 
the Plan The fact that advances were made through the Bank in the 
form of loans at a certain rate of interest did not alter the gist of the 
matter, since the credit form had been simply a cloak from the very 

St ""ll*t. 

" " In discussing the role of the Export-Import Bank's loans and credits, 
we must note that the U.S. government, allowing for the mood ot cer- 
tain business circles that were demanding normalisation ol trade 
relations with the USSR, interpreted matters, when the Bank s powers 
were being debated in the Congress in 1945, as if one of Us main tasks 



2i See Export-Import Bank of Washington. Sixteenth Semiannual Report to 
Congress 1953 (U. S. Govt. Printing Office, Washington, D. C, 195.5), p -4. 
« Ibid., pp 22-24. 
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was to finance Soviet-American trade. Plans were announced, moreover 
for opening a multi-billion dollar credit for the Soviet Union, but, as 
later became clear, American Fading circles had no serious intentions in 
that respect. The statement was made to deceive public opinion and t he- 
group of businessmen who favoured trade with the USSR. Under! vino 
U.S. credit policy, including (hat implemented through the Export 
Import Bank, was a profoundly hostile attitude to the Soviet Union. 
Loans and credits were used to militarise the economies of many lands] 
to create American military bases on other countries' territories, espe- 
cially ones lying not far from the Soviet frontiers, and to form aggressive 
military groupings aimed against the USSR and other socialist coun- 
tries. 

1.2. Lend-Lease as a means of U.S. economic and 
political expansion 

During World War IT, and throughout the early postwar years, Lend- 
Lease, i.e. I he supplying of munitions, etc.. to Allies as a loan or on a 
rental basis, was widely employed by U.S. government circles and 
monopoly capital to implement their far-reach ing expansionist plans. 
Lend-Lease deliveries constituted a substantial part of U.S. total 
expenditure on financing World War II, and were a main form of U.S. 
involvement in the war. 

From the outbreak of the war the United States delivered munitions, 
etc, to Great Britain and France on cash terms (including gold and 
assets located in (lie USA). At the end of 19-10 the United Kingdom's 
indebledness for these supplies was $762 million. 

The defeat of the British troops at Dunkirk, however, the Hitlerite 
troops' occupation of France and other countries in Europe, and the 
placing of new British orders in the USA for munitions, etc., led to 
Britain's funds becoming rapidly exhausted. In those conditions the 
Congress adopted a law on Lend-Lease on 11 March 1941 , which em- 
powered the President of the USA 

to sell, transfer title to, exchange, lea.se, lend or otherwise dispose of, to the 
government of any country whose defense the President deems vital to the de- 
lense oi the United States, any other defense article procured from funds appro- 

FJi 1 / 3 .*™ 111 thls Act ' in accordance with the provisions of the Act of March 11. 
1941. 2(1 

Countries receiving aid through Lend-Lease signed bilateral agree- 
ments with the USA that provided for materials destroyed, lost, or 
used during the war not to be subject to payment, after it was ended; 
material left over after the war, suitable for civilian consumption, was 
to be paid for in full or in part by means of long-term credits; war 
materiel left over after the war could be reclaimed by the U.S. govern- 
ment, although it repeatedly declared that it would not, as a rule, 
exercise that right; equipment and supplies ordered by one country or 
another, but not delivered by the end of the war, could be acquired by 
the contracting countries by means of long-term American credits. The 



23 United States Code, 1940 edition, Vol. II (U.S. Govt. Printing Office, 
Washington, D. C, 1947), p 2303. 
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countries signing agreements were obligated in I urn lo render the 
United States aid in supplies which they put at her disposal. 

At the same time $1 billion were appropriated for these purposes, 
including §1.3 billion in the form of munitions that were government 
property. Subsequently Lend-Lease appropriations were more than 
once augmented arid the number of countries getting the right to U.S. 
supplies under the act increased. On June 11, 1942 

an agreement [was signed in Washington! between the Governments of the- 

United States and the Union of Soviet Socialist Republics on the principles 

applying to mutual aid in the prosecution of the war. 
in accordance with which most-favoured-nation treatment was extended 
to the Soviet Union, and points connected with Lend-Lease deliveries 
were settled. 24 

In resorting lo Lend-Lease, American ruling circles considered that 
the previous forms of financing Allies, employed during World War I, 
did not suit the new conditions. Attention was paid, above all, to the 
fact that the Allies' indebtedness was repaid after that war. to the 
extent that it was met, only while reparations were collected from 
Germany. 

This time the United States had no intention, from the start, of 
letting things run to a demand for Germany's compensation for the 
damage inflicted by her on the Soviet Union and other victims of Hitler 
aggression. The USA realised that the rise of a nexus of contradictions 
in the form of multi-billion debts of Allied states for war loans would 
put their payment in jeopardy right from the beginning. So preference 
was given to Lend-Lease. all the more so that it promised from the outset 
to be a rich source of billions in profits for American monopolies. 

Lend-Lease deliveries were made allogether to 42 countries during 
ihe war, and came to a grand total of more than $49 billion as of 31 De- 
cember 1945. The USA received reciprocal aid to the tune of $7,346 mil- 
lion. Britain and other Commonwealth countries received $30.7 bil- 
lion through Lend-Lease, France— $2.4 billion, the Kuomintang 
authorities in China— $1.3 billion. 

Lend-Lease deliveries to the USSR began late in 1941. Subsequently 
they were made on the basis of the Soviet-American Agreement of 
1942, and on 30 September 1945 their total value came to $9.5 billion. 

Lend-Lease and war supplies under it were broadly used by U.S. 
monopolies primarily for their own enrichment, the grabbing of world 
markets, development of war industry, and ultimately for preparation 
for a new war. American propaganda, while passing over in silence that 
indisputable fact, at the same time falsifies the real appraisal of Lend- 
Lease aid to U.S. Allies, and tries to represent its actual role in a dis- 
torted form, exaggerating it in every way. In particular it claims that 
Lend-Lease deliveries of munitions, etc., to the Soviet Union ensured: 
its victory over Hitler Germany. 



24 Operation of the law on Lend-Lease was formally extended to the Soviet 
Union from 7 November 1941. According to official American sources, U.S. de- 
liveries to the Soviet Union, before that, came to only $41 million, and had been 
paid for in cash. See The Department of State Bulletin, 1942. 6. 155:531. 
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The groundlessness of such statements is obvious from a comparison 
of Lemi-Lease deliveries with the volume of the production of munil ions 
in the USSR during World War 11. The Lend-Lea.se deliveries of the 
Allies played a definite positive role in equipping the Soviet Army 
with arms and materiel, but they did nol. decide the course and outcome 
of the struggle on the Soviet-German front. The hulk of the arms and 
military supplies was produced by Soviet industry. According to 
official American figures, 14,450 aircraft and around 7 thousand tanks 
were sent from the USA to the USSR during the whole of the war. 25 
The main flow of American deliveries took place in 1943-4. i.e. when the 
forces of the Soviet Union had already achieved a radical turn in the 
war. Soviet industry, moreover, produced more than 30 thousand 
tanks and self-propelled guns and up to 40 thousand aircraft annually 
during the last three years of the Great Patriotic War. All the deliveries 
of industrial goods from the Allies during the whole of the war came to 
only 4 per cent of Soviet industrial production. 26 Tn the decisive battles 
of Moscow and Stalingrad Lend-Lease deliveries had practically no 
significance, a fact that, has been recognised by a number of American 
politicians and writers. 

Ex-President Herbert Hoover, for instance, had to admit that the 
USSR 'had stopped the Germans even before Lend-Lease had reached 
her'. 27 The American historian George Herring, Jr., wrote in his book 
Aid to Russia 1941-1946: 

During the most critical days of Stalingrad, the United States fell far behind 
its protocol commitments... 

Thus while the U.S. was able to fill important gaps in Soviet production 
and American aid undoubtedly gave the Russians a psychological boost in 
1941, Lend-Lease military equipment played only a small part in Soviet op- 
erations through Stalingrad. 28 

On the whole, the voluminous literature that appeared in the USA 
during and after the war on Lend-Lease and its significance in the war 
was intended, on the one hand, to divert the broad public's attention 
from the fact of its use to enrich the big American monopolies, and. 
on the other hand, to spread lies in relation to the USSR, which bore 
the main burden of the war against Hitler Germany. 

Lend-Lease deliveries wore used by U.S. monopolies and ruling 
circles for their own narrow, vested, selfish interests. The aims of the 
ruling circles of the USA and Great Britain pursued in the war had 
nothing in common with the creation of a lasting peace. While the 
Soviet Union, in waging a self-sacrificing struggle against Hitler 
•Germany, set itself the task not only of liberating the Soviet land 



25 See N. Chekhn. Summing Up Lend-Lease. Vneshnyaya torgovlya, 1945, 15, 
10:12. Cited here from Istoriya vneshnei politlki SSSR (History of USSR Foreign 
Policy), Vol. 1, 1917-1945, Politizdat, Moscow, 1976, p 440. 

26 N. Voznesensky. Voyennaya ekonomika SSSR u period Otechestvennoi voiny 
(The Soviet War Economy during the Great Patriotic War), Moscow, 1947, p 74. 

27 Quoted by William Z. Foster in History of the Three Internationals. The 
World Socialist and Communist Movements from 1848 to the Present (International 
Publishers, New York, 1955), p 421. 

28 George G. Herring, Jr. Aid to Russia 1941-1946. Strategy, Diplomacy, the 
Origins of the Cold War (Columbia University Press, New York, 1973), pp 75, 76. 
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from fascist, occupation, but of ending fascism, liberating the enslaved 
nations of Europe, saving world civilisation from the fascist barbarians, 
and not permitting a repetition of German aggression, the ruling circles 
of the USA and Great Britain were striving to get rid of Germany, and 
later of Japan, as competitors on the world market, and to establish 
their domination over the world. At the same time their reactionary 
imperialist, circles considered the Soviet Union from a frankly anti- 
communist position, and based their calculations on weakening it. and 
dragging out the war for it. 29 

The desire to use Lend-Lease in order to implement Anglo-American 
plans to establish world domination after victory over Germany and 
Japan found expression in the building of numerous military bases 
already during the war on the territory of countries receiving Lend- 
Lease materials. The bases were built not in order to use them in the 
war against Hitler Germany or militarist Japan, but to prepare for a 
new war. Such, for example, were the U.S. bases in North Africa, 
the Philippines and Pacific islands, and in a number of countries in 

Europe. . 

Lend-Lease was not simply counted on as a means of increasing 
American exports in wartime It also served as an important, lever 
for U.S. postwar economic expansion, and prepared the ground for the 
American monopolies" subsequent steps undertaken after the war in 
order not just to retain the markets grabbed during it, but to bring the 
countries dependent on the USA more and more under her influence. 

Finally, Lend-Lease was used exclusively for political purposes in 
the Brst years after the war, as a means of supporting certain govern- 
ments, especially European ones, that suited the book of American 
monopolies, and to combat their democratic forces. Examples are 
Greece, Italy, France, China, and a number of countries m Latin 

America. ... 

By delivering munitions, etc., to the Kuomintang regime during 
and after the war, the United States in that way employed these weapons 
against the democratic forces of China. The Kuomintang members did 
not use the American weapons against Japan, but against the Chinese 
people Subsequent support for Chiang Kai-shek's regime after his 
troops had been thrown out of continental China, once more indicated 
the plans that U.S. ruling circles had been plotting when rendering 
China 'aid' via Lend-Lease. 

Lend-Lease was thus a means for U.S. capital to implement its 
sweeping expansionist plans in the postwar period. That explains why, 
even after the end of the war, Lend-Lease deliveries still continued to 
many countries for several years, supplementing the Marshall Plan, 
'aid' under 'Point 4' of the Truman Program, and other similar 
schemes that pursued a single aim, though under different labels, viz., 



29 The secret thoughts of the people in U.S. ruling circles most hostile to the 
Soviet Union were expressed at one time by none other than President Truman. 
While still a Senator, he declared: 'If we see that Germany is winning we ought to 
help Russia and if Russia is winning we ought to help Germany and that way let 
them kill as many as oossible' {The New York Times, 24 June 1941). 
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As regards the postwar period. incidentailv th« tig a ™„ , i 
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foreign trade. Not only thai condition was not observed, but, on the 
contrary, the discrimination in trade with the Soviet Union practised 
by the USA, and under her pressure by a number of other countries 
(Great Britain, etc.), took on increasingly crude forms in the postwar 
year?. 

U.S. statesmen who favoured extension of Lend-Lease to the Soviet 
Union in 1941 recognised I hat the USSR and its armies were also 
fighting for the United States, and that the sacrifices they were bearing 
meant a saving of the lives of Americans. President Roosevelt declared 
in 1944: 'Lend-Lease is a powerful weapon working for the United 
Slates and the other United Nations against our common enemies.' 32 
And President Truman also recognised in 1945 that Lend-Lease was 
advantageous to the USA because it was helping save the lives of mil- 
lions of Americans.*' 

There were many such statements then. They were made particularly 
often by American statesmen at closed meetings, including ones with 
me, when 1 was Soviet Ambassador in the USA during the war. In 
oilier words American poling circles then considered Lend-Lease a form 
of U.S. participation in the war. They used to say that a 'division of 
labour' had been established— the Soviet Union was taking the impact 
of Hitler Germany's whole might, backed by the productive resources 
of all Europe, while the USA had to send the USSR and other members 
of the coalition military and other supplies via Lend-Lease. 

The decision to supply the Soviet Union under Lend-Lease was not, 
due to any magnanimity of the USA's, but to awareness of the terrible 
danger presented by Hitler Germany and Japan to the United States. 
Those who determined U.S. policy in the war years understood that 
Hitler Germany's successes in the first stage of the war were a direct 
threat to the United States. They were especially alarmed after the 
fascist troops' occupation of France and other European countries. 
The former U.S. Secretary of State, Edward Stettinius. Jr., wrote 
in 1949: 

The American people should remember that they wen? on the brink of disaster 
in 1942. If the Soviet Union had failed to hold on its front, the Germans would 
have been in a position to conquer Great Britain. They would have been able 
to overrun Africa, too, and in this event they could have established a foothold 
in Latin America. 34 

Many American politicians now pretend to have forgotten the con- 
ditions in which the USSR received supplies under Lend-Lease, and 
how insignificant their role was in actual fact. Furthermore, now, when 
the Soviet Union, which bore the main brunt of the war, is unmasking 
by its consistent political struggle for peace those who have taken 
the road of preparation of nuclear war, intensification of international 
tension, steep, reckless working up of the arms race (especially of 
nuclear arms), the circles in the USA most hostile to the USSR declare 
that Lend-Lease del iveries to the Soviet Union were a complete mistake. 

32 The Department of Stale Bulletin, 1944, 10, 256:478. 

33 See The Department of State Bulletin, 1945. 12, 304:773. 

34 Edward R. Stettinius, Jr. Roosevelt and the Russians. The Yalta Conference 
(Doubieday & Co., New York, 1949), p 7. 
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Such frames of mind are mi new. More tl.an 30 years ago, the reaction- 
ary American journalist Hanson Baldwin, war correspondent of The 
New York Times, wrote: 

waVvi^'vif Rn«f a WO p dS '- haVe 0C ™P. ied ?e bargaining position during the 

notl^larirthro'S.- 11 ' ™ * * ^ **** *• were 

What was that, schizophrenia? No, it was the voice of an adventurist 
m politics, an actua accomplice of Hitler. William Bullitt, former 
U.S Ambassador in the USSR, supported the same "idea'. In an article 
published on 30 August 1943 in the American magazine Life, he tried 
to prove that the Soviet Union should not be sent Lend-Lease supplies »« 

rob, fffr SS1 T ?v 8 tM t Whic , h incidenta "y no* only did not get the 
rebi if I bey should have from official U.S. circles, but often were encour- 
aged fty them, once more indicate what plans American leaders attached 
to Lend-Lease deliveries to the Soviet Union. 

As we have already mentioned, the USA, breaking (be Soviet- 
American agreement on Lend-Lcase, suddenly, without, prior warning 
stopped deliveries to tbe USSR in 1945. In December 1946 the United 
btates annulled an earlier agreement will, the USSR on deliveries on 
long-lerm credit of materials and equipment ordered in (be USA but nol 
snipped at the time Lend-Lease deliveries were stopped. The American 
government subsequently took the road of putting forward discrimi- 
natory terms in relation to the USSR for the settling of Lend-Lease 
accounts and dragged out the negotiations. 

7 mr^n 10 ' Si ? G in lhe n ^ otia 'ions with the United Slates in 1947-8 
and 19ol-2, and at the beginning of I960, took the view thai dis- 
criminatory measures could not and should not be taken in relation to 
the Soviet Union which bad made the biggest contribution to viclorv 
over the enemy during World War IT, measures that would put it in 
a worse position than the other countries thai had received deliveries 
the Soviet representatives based themselves on the clause of the Soviet- 
American agreement of 1942 which had said that 

the final terms and conditions and benefit* ... will be in the mutual hit** 

ests of the United States of America and tho Union of Wt^SuKS 
that Pr ° m0te eslaLlishl "^t and maintenance of ^ridpea^ 

the terms and conditions thereof [of the settlement! shall be such as not to 
burden commerce between the two countries, but to promote mutually advan- 
tageous economic relations between them 38 umudiiy aavan 

In accordance with that the Soviet side insisted in the negotiations in 
January 1960 in Washington that an understanding on settlement of 
Lend-Lease accounts should be reached simultaneouslv with normalisa- 
ttS 1 ! °* commercial and economic relations between the USSR and the 
USA. The American side did not show readiness for such a solution of 
the ma tter. 

1950)! pTo° n W ' Baldwin - Grcat Mistakes of thi War (Alvin Redman, London, 

Augu.!t.^l9l8 am C * BUlliU " H ° W WC W ° n thc War and Lost tho Peaec - 30 

M The Department of State Bulletin, 1942, 6, 155:533. 
J0 J Old., p 534. 
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Negotiations were reopened in 1972; on 18 October 1972 tbe parties 
signed an agreement on settling Lend-Lease accounts, which fixed a 
lower sum of payments than originally asked by the USA ($722 mil- 
lion). Under it payments were made dependent on granting lhe Soviet 
Union most-favoured-nation treatment in trade with the United States, 
and export credits and guarantees. But, because the position that the 
USA subsequently took on these matters was unacceptable to the 
USSR, the agreement remains suspended. 

§2. Enrichment of American monopolies during 
the war, and intensification of interest in foreign 
expansion 

World War II brought American corporations colossal profits. The 
big monopolies executing war orders were particularly enriched. The 
U.S. government, pursuing a policy that encouraged lhe monopolies' 
operations, especially those of the big ones, provided them with a 
guaranteed market, raw materials, and supplies. It granted very ad- 
vantageous loans to private corporations and firms lo extend their 
production capacity, the biggest, moreover, receiving the most ad- 
vantages. Almost half of the ! otal of war orders went to 30 of Lhe biggest. 
U.S. corporations. 

As we remarked above, thc transfer of government plants at a low- 
price after June 1945 corresponded to the interests of the monopolies. 
Works and mills built wifh money collected in taxes from the public 
(which bad produced munitions and supplies for the Army and Navy 
during the war, and also Lend-Lease deliveries) were in fact presented 
as a gift to tbe major monopolies. The government, moreover, recom- 
pensed lhe monopolies after the war for the -Josses' they bore in the 
first two postwar years, during transition of tho economy to peacetime 
production. In 1945, in particular, the monopolies were returned part 
of their taxes on the pretext of recompensing them for outlays on re- 
conversion. Real virtuosity was displayed in all these deals in the 
interest of Big Business. 

Table 5.4 



Profits of American Corporations, 1941-1945 
($ billion) 



Year 


Gross 
pi o Tits 
(total) 


Not prof- 
its, after 
tax 


Year 


Gross 
profits 
(total) 


Net prof- 
its, afttr 
tax 


1935-1939 






1942 


21.0 


9.2 


(annual average) 


4.9 


3.5 


1943 


24.9 


9.9 


1940 


9.2 


6. 


1944 


24.1 


9.8 


1941 


17.1 


9.2 


1945 


20.9 


9.1 



Source: Survey of Current Business, 1 94 G, 26, 4: 10, 13. 
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The growth of American corporations' profits in the period 1941-5. 
compared with prewar (1935-9), is plainly visible from Table 5.4. 
The figures indicate that corporations' annual profits (before tax) 
averaged S21.6 billion in the war years, or 4.5 times the figure for the 
preceding peacetime years ($4.9 billion). Their net profits, in spite 
of substantial taxes, were also at a record level. Between 1941 and 
1945 they averaged $9.4 billion, or 2.0 times the average annual figure 
of S3. 5 billion for 1935-9. 39 

The same trend can be traced when the profits of corporations are 
compared for the main industries (see Table 5.5). According to the 
figures of the U.S. Department of Commerce, the gross profits of the 
200 largest American manufacturing corporations almost doubled 
between 1939 and 1945, and their net profits increased by 31 per cent. 
In 1945 they made 25.5 per cent of the net profits of all American cor- 
porations. 40 The major banking monopolies involved in financing war 
expenditure also waxed fat, primarily by investing heavily in war 
honds. 

Finally, Lcnd-Lease was an important source of enrichment of 
American monopolies both during the war and in the early postwar 

Table 5.5 

Profits by Sectors of the U. S. Economy, 193SJ-1939: 1942-1945 





Average annual profit 


Average annual net profit 


Sector 


$ million 


Percentage 
of sales 


$ million 


Percentage 
of sales 




1930- 
1939 


1942- 
1945 


1936- 
19.19 


1942- 
1945 


1936- 
1939 


1942- 
1945 


1936- 
1939 


1942- 
1945 


Agriculture; for- 
estry & fisheries 


11 


119 


1.8 


13.7 


3 


51 


0.5 


5.9 


Mining 


332 


646 


11.6 


16.8 


285 


472 


10.0 


12.9 


Contract construc- 
tion 


32 


227 


1.6 


5.8 


18 


7.9 


0.9 


2.0 


Manufacturing 


3,168 


13,146 


5.6 


9.6 


2,467 


5,070 


4.4 


3.7 


War industries 


1,694 


7,622 


7.6 


10.3 


1,317 


2,664 


5.9 


3.6 


Non-war in- 
dustries 


1.469 


5,524 


4.3 


8.7 


1,150 


2,406 


3.4 


3.8 


Wholesale and re- 
tail trade 


743 


3,201 


1.8 


5.4 


551 


1,312 


1.3 


2.2 


Transportation 


33 


2,200 


0.5 


16.3 


-42 


904 


-0.6 


6.7 


Communications 
and public util- 
ities 


761 


1.470 


15.3 


21.3 


611 


703 


12.3 


10.1 


Services 


58 


496 


1 .8 


10.0 


28 


196 


0.9 


4.0 



Source: Survey of Current Business, 1946, 26, 4: 10. 



30 Calculated from Survey of Current Business, 1940. 26, 4:10, 13, 15. 
40 Calculated from Survey uf Current Business, 1947, 27, 11:20. 
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period. It is impossible, for understandable reasons, to find any official 
U.S. figures on the profits made by the monopolies from Lend-Lease 
deliveries. Not a single Congress committee got around to that question, 
although the Congress did, in individual instances, go into the most 
scandalous cases of certain firms, so as to satisfy public opinion. But 
the whole thing usually boiled down to a hearing of spokesmen of the 
firms and their lawyers. 

The facts are firmly walled up in the strong rooms of the appropriate 
American departments. Nevertheless, an approximate idea of the 
profits made by American monopolies from war supplies can be got 
from the fact that the volume of Lend-Lease deliveries during World 
War II alone was 4.5 times as big as the deliveries to the Allios on 
credit in World War I. That means that their profits from Lend-Lease 
alone were at least 4.5 times as great as those they had made during 
World War I from war supplies for the Allies. 

Such were tho direct commercial results of Lend-Lease for U.S. 
monopolies, but that did not exhaust the benefits they received. Lend- 
Lease primarily caused a rapid increase of American exports and led 
to a steep expansion of the volume of U.S. foreign trade, as tho following 
figures indicate. Whoreas U.S. average annual exports had been only 
around $3 billion in the Lhree years before the war, they had already 
risen to $<5j) billion in 1941, and reached $2tA billion in 1944. More 
than 80 per cent of the total volume of goods delivered at the end of the 
war consisted of Lend-Lease supplies. 41 Since all the expenditure on 
bulk purchases under Lend-Lease was paid out of tho Federal Budget, 
the billions of profits that U.S. monopolies made from their sale came 
wholly from the American taxpayer. 

Realisation of the Lend-Lease programme, moreover, helped toward 
a rapid increase of the U.S. production apparatus to enormous dimen- 
sions (in 1943 it had risen by over 50 per cent compared with 
1935-9). 

There were many direct representatives of the monopolies in the 
inflated government machinery and the numerous agencies having to do 
with deliveries. The key posts in the various boards and bureaux that 
decided questions of the prices of materials exported under Lend-Lease 
were held as a rule by representatives (the chairmen or members of 
boards of directors) of the big American monopolies that were their 
suppliers. 

Officials did not fail to use their positions to raise the prices of 
delivered munitions, etc., to the maximum, the more so that there 
were no laws in fact limiting these prices. When the prices of materials 
delivered under Lend-Lease did not suit corporations, they simply 
refused to fill the orders. There wore such cases both on the eve of the 
USA's entry into the war and after. 

The records of the Monopoly Investigation Committee set up by 
the U.S. Congress (Monograph 26) says: 



41 International Transactions of the United States during) the War, 1940-45, 

P 7. 



12-01539 
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In the 1940 defense crisis business displayed much the same attitude that it 
had shown 23 years earlier. Business would help the government and the people, 
but the basis of payment thereof would have to be fixed before the wheels would 
begin to turn. Profits, taxes, loans, and so forth, "appeared more important to 
business than getting guns, tanks and airplane motors into production... 

It developed that business did not want to work for the country on the ba- 
sis of a 7 or 8 percent profit. 42 

All these persons reported back on their operations and activity on 
Lend-Lease during the war to one another and to the Lend-Lease Ad- 
ministration, which was headed by the millionaire Edward Stettinius, 
Jr., president of the biggest steel corporation of the USA (who later 
became Secretary of State). The last word on such matters as prices lay 
with this Administration, which was wholly in the hands of monopo- 
lists. 

It was not easy for the ordinary American to make anything out of 
the labyrinth of agencies for controlling war production, transport, 
Lend-Lease, etc., and to understand that the whole complicated ma- 
chinery worked in order to pump out billions of profits for the monop- 
olies through the prices fixed by them for exported materials. At that 
time many people turned up in the U.S. capital who occupied impor- 
tant posts in agencies of this kind 'without pay'. They were usually 
known as 'one-dollar men'. They advertised their 'self-denial', dis- 
playing ostentatious modesty, but in fact, while receiving their old 
salaries from their corporations, wangled things quite well in the 
interests of those same corporations and the banks associated with 
them, which all confirms Lenin's words that 

capitalist 'war' economy (i.e., economy directly or indirectly connected with 

war contracts) is systematic and legalised plunder:™ 

Quite a few cases were exposed in the USA after the war in which 
some highly placed person had used his official position in the narrow 
interests of the biggest monopolies in order to multiply their profits. 
We may recall the case of the former Secretary of the Air Force, Harold 
E. Talbott, who was forced to resign in August 1955 after facts were 
disclosed of his use of his official position in the interests of a number 
of private American firms with which ho was closely connected. If 
such facts were common after the war, it is not difficult to imagine how 
things wero during it, when the big American corporations and firms 
were straining to get more contracts for munitions, etc., and when the 
word of a representative of the appropriate U.S. agency often decided 
which rival corporations would be given preference when Lend-Lease 
orders wero being placed. 

American monopolies continued to get no little income from foreign 
capital investments, particularly direct ones. During the war years 
(1940-45), according to the Department of Commerce, the revenue from 
foreign American investments came to $3,257 million, including net 
receipts of $2,217 million from capital investments, or an average of 



42 George Scldcs. One Thousand Americans (Boni & Gaer, New York, 1947), 
p 141. 

43 V. I. Lenin. The Impending Catastrophe and How to Combat It. Collected 
Works, Vol. 25 (Progress Publishers, Moscow, 1977), p 344. 
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C369.5 million a year. As will be seen from Table 5.6, the biggest 
profits of American bankers and industrialists came from private direct 
investments ($2,349 million), which constituted 72.42 per cent of the 
total U.S. revenue from investments abroad. Receipts from portfolio 
investments came to $807 million, or 24.8 per cent of the total income 
from foreign investments. Revenue from government investments rose 
more than five times over in the same period, but its weight in the 
grand total remained insignificant, only 2.2 per cent (§73 million). 



Table 5.6 

Revenue from U.S. Foreign Investments, 1940-1945 
($ million) 





1940 


1941 


1942 


1943 


1944 


1945 


Total 


564 


544 


514 


508 


572 


555 


Private 


561 


535 


496 


497 


556 


539 


long-term 


555 


530 


492 


593 


552 


534 


direct 


413 


400 


358 


368 


00 
vt< 


392 


portfolio 


142 


130 


134 


125 


134 


142 


short-term 


6 


5 


4 


4 


4 


5 


U.S. govern- 








11 


16 


16 


ment 


3 


9 


18 



Source: International Transactions of the United State* dur- 
ing the War, 1940-45, p 69. 



The greater part of the revenue from private direct investments 
came from manufacturing, the production and refining of oil, and 
mining. The scale of the receipts from U.S. direct investments in 
1940-45 by years and industries can be seen in Table 5.7. 

Latin American countries provided 49 per cent 1 ($1,151.4 million) 
of the total profits obtained by American monopolies from direct in- 
vestments abroad, Canada 28.3 per cent ($665.8 million), and countries 
of the sterling area 13.9 per cent ($326.5 million). 

The proportion of Latin America in the total U.S. revenue from 
direct investments abroad rose from 37 per cent in 1940 to 56 per cent 
in 1944, as a result mainly of an increase in the receipts of American 
oil companies in Venezuela and certain other countries of the region 
(from $36.4 million in 1940 to more than $100 million in 1945). The 
proportion of oil, mining and smelting, and agriculture in the income 
received by the USA from direct capital investments in Latin America 
varied from two-thirds to three-quarters of the total. The rate of profit 
on American investments there reached 10.1 per cent in 1944; the 
average for 1940-45 was 9.6 per cent. The highest income was received 
from direct investments in Cuba, Argentina, Chile, and Brazil. 
The USA obtained the following percentages of her imports from 
atin America during the war: copper 83 per cent, sugar 82 per cent, 



12* 
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Table 5.7 



Income from U.S. Direct Foreign Investments, bv Industry, 

1940-19^5 
($ million) 



Industry 


1940 


1941 


1942 


1943 


1944 


1945 


All areas, total 


412.5 


400.4 


358.3 


367.8 


418.0 


392.1 


manufacturing 


112.9 


105.8 


97.5 


96.5 


85.4 


76.2 


petroleum 


93.7 


90.9 


66.7 


77.7 


UO.O 


137.8 


mining and 














smelting 


86.3 


89.1 


79.6 


75.4 


64.8 


50.9 


public utilities 


35.8 


37.5 


40.3 


42.1 


42.6 


38.5 


distribution 


34.6 


28.5 


25.5 


29.8 


31.0 


30.4 


agriculturo 


13.3 


18.3 


22.5 


18.3 


28.7 


30.6 


pulp and paper 


8.0 


7.1 


5.2 


6.3 


5-4 


9.6 


otbers 


27.8 


23.3 


21.0 


21.7 


20.1 


18.0 



Source: International Transactions at the United States during the War, 
1040-45, p 73. 



vanadium 77 per cent, flax 68 per cent, mercury 67 per cent, tin 56 per 
cent, tungsten 49 per cent, mica 48 per cent, rubber 43 per cent. She 
also obtained 100 per cent of her total imports of cork, kapok, cinchona 
bark, and quartz crystals, and 90 per cent of her imports of tanning 
agents from that region. 

American monopolies' income from direct investments in Canada 
during the war was the highest after that from Latin America, in spite 
of a certain drop in the total. The rate of profit from them averaged 
7.2 per cent for 1940-45. Canada's per capita material share in sup- 
plying the war operations of the Allies was substantially higher than 
that of the United States. Under the treaty on Lend-Lease, Canada 
supplied nearly $2 billion worth of materials; before that it had lent 
Great Britain $2.7 billion. The grants and loans lent by Canada to 
European countries after World War II came to $2,011 million, which 
was equivalent in terms of population to $25 billion in the USA; the 
United States, however, advanced less than half that amount at that 
time, viz., $11.5 billion. The comparison shows once more that the 
USA was more interested in the export of capital than in rendering 
broad aid in the fight against fascism. 

The main reason for the fall in income from sterling area countries 
observable in that period was the reduction in receipts from invest- 
ments in Great Britain. Her share in total income from direct invest- 
ments in these countries fell from 59 per cent in 1940 to 49 per cent in 
1944. But the lowering of investment income in Britain was partly 
compensated by a growth of income from direct investment in the 
oil industry in Australia, Egypt, and India. 
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According to the U.S. Department of Commerce, revenue from 
Lett "ments in the sterling area was $£8 1 million in 1943, 
o which $32.1 million came from Great Britain (55.2 per cent) ^7.8 n 1- 
i^n from Australia, $6.5 million from India, $5.5 million from South 
liric Id SI 9 million from Egypt. The rate of profit from direct 
fnve'tments was 15.9 per cent in India, 11.4 per cent m Egypt, and 
10 L cent in South Africa." The average rate o profit on American 
investments in the sterling area in 1941-5 was 7.1 per cent. 
^ ThSres in Table 5.8 indicate the scale of the profits made by the 
USA from direct foreign investments in various areas by industries, 
and in Table 5.9 by countries, during the war. Canada Venezuela 
Chile and Cuba provided the bulk of these profits, leaving the countries 
of the Old World, Africa, and Asia far behind. 

The vast profits made by American monopolies during W odd War I 
created the soil for the beginning of a new postwar stage m the struggle 
for markets and sources of raw materials and in 
expansion of American capital abroad. In the war years the USA also 
laid the basis for an active employment of the machinery of .state in 
he monopolies' struggle for new areas of American investment abroad 
the While P lmerican monopolies were making ^t^ hompv^ 
and getting richer, the war meant, for the mass of the U.S. working 
People, an increase in the tax burden, uncertainty of the morrow, growth 
of inflation, unemployment, and material privations. 

The enrichment of the American monopolies during World War 11 
led as already mentioned, to a growth of their interest m further 
foreign expansion. New forms and methods were needed in order o 
realise these plans. By means of them U.S. ruling circles and monopoly 
^L ^t^^n Preserve and increase their political divi- 
dend from membership of the anli-Hitler coalition, ™*}°™**™ 
and consolidate their position as leader in the world capitalist economy 

new forms Wl expression, in particular, in the setting up 
in 1944 already during the war, of two major inter-stale monetary and 
finandaMn tHutions, g the International Bank for Reconstruction and 
Development (World Bank) and the International Monetary Fund 
(IMF . These organisations were founded after long Preliminary work 
bv American government agencies -the Treasury and the State Depart- 
ment-and big U.S. hanks. In Chapters 6 and 7 we will show how they 
were employed as a cover for the American monopolies economic and 
political enslavement of other countries, and their cornering of foreign 
markets, sources of raw materials, and spheres of investment. 

When the Soviet people and its army were straining every nerve to 
defeat Hitler Germany, defend the freedom and independence ^ of the 
Soviet state, and save other nations from fascist subjugati on ^Jov 
broad economic expansion after the war by means of international 



« International Transactions of the United States during the War, 1940-45, 

p 210. 

« Ibid., p 70. 
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Table 5.8 



Distribution of U. S. Income from Direct Investments, 
by Area and Industry, 1940-1945 
($ million) 



Area 


1940 


1941 


1942 


1943 


1944 


1945 


Sterling area, total 


61.1 


47.3 


53.4 


58.1 


54.5 


52.1 


manufacturing 


26.7 


23.2 


22.5 


24.2 


21.3 


20.2 


distribution 


12.2 


10.5 


10.1 


12.0 


11.3 


13.0 


agriculture 


1.9 




0.2 


0.2 


0.2 


0.3 


mining and smelting 


2.1 


1.1 


1.6 


1.8 


1.2 


0.7 


petroleum 


13.7 


10.1 


14.3 


16.1 


17.5 


16.3 


public utilities 


0.1 


0.1 


0.2 


0.1 


0.1 


0.1 


sundry 


4.3 


2.2 


4.4 


4.6 


2.8 


1.4 


undistributable 


0.1 


0.1 


0.1 


o . i 


0.1 


0.1 


Canada, total 


127.6 


120. G 


114.0 


109 . 5 


101 .0 


9°i 0 


manufacturing 


51.8 


50.3 


51.0 


44.3 


41.1 


34.4 


distribution 


6.3 


4.1 


4.1 


3.8 


3.8 


4.0 


agriculture 


0.1 


0.1 


0.1 


0.1 


0.1 


0.1 


pulp and paper 


8.0 


7.1 


5.2 


6.3 


5.4 


9.6 


mining and smelting 


31.2 


32.0 


25.8 


25.1 


24.7 


20.9 


petroleum 


5.3 


7.1 


6.2 


6.2 


4.7 


4.6 


public utilities 


16.6 


14.1 


15.4 


16.8 


14.7 


13.2 


sundry' 


3.2 


0.7 


1.0 


1.2 


1.2 


1.0 


undistributable 


5.1 


5.1 


5.2 


5.7 


5.3 


5.2 


Latin Amorica, total 


52.9 


179.2 


176.6 


183.9 


241.7 


220 . 1 


manufacturing 


20.2 


18.8 


21.5 


21.9 


21.7 


18.0 


distribution 


9.8 


9.9 


11.5 


11.7 


14.9 


12.5 


agriculture 


14.3 


18.1 


22.2 


18.0 


28.4 


30.2 


mining and smelting 


53.0 


56.0 


52.2 


48.5 


38.9 


20.3 


petroleum 


36.4 


47.5 


39.8 


51 .1 


Ivy 1 ■ d 


100 R 


public utilities 


16.9 


21.8 


24.5 


24.8 


25.1 


25.2 


sundry 


4.9 


6.8 


4.5 


4.5 


5.0 


3.7 


undistributable 


0.4 


0.3 


0.4 


0.4 


0.4 


0.4 


Other countries, total 


70.8 


53.3 


14.3 


19.3 


20.8 


26.8 


manufacturing 


14.2 


13.5 


2.5 


6.0 


1.3 


3.6 


distribution 


6.3 


4.0 


-0.2 


2.3 


1.1 


0.9 


petroleum 


38.3 


26.2 


6.4 


5.3 


10.5 


16.1 


public utilities 


2.2 


1.5 


0.2 


0.4 


2.6 




sundry and undistribu- 














table 


9.8 


8.1 


5.4 


5.3 


5.3 


6.2 



Source: International Transactions of the United States during the War 
1940-45, p 74, 
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Table 5.9 



Profits from U.S. Direct Foreign Investments, 
by Selected Countries, 1940-1944 

($ million) 



j- 

Country 




1941 


1942 


1943 




1944 


Sterling area 












Australia 


4.8 


4.5 


7.0 


7.8 


9.5 


British West 












Indies 


1.2 


0.7 


0.8 


U./ 


U .0 


Egypt 


0.8 


1 .4 


2.2 


A O 

i .y 


') 1 


India 


3.6 


2.3 


c o 
0.0 


O .0 


U . -1 


South Africa 


9.0 


8.2 


5.4 


5.5 


n A 

/ .u 


Great Britain 


35.8 


26.2 


28.1 


32.1 


26. h 


Canada 


127.6 


120.6 


114.0 


109.5 


101.0 


Latin America 












Argentina 


18.2 


20.0 


20.6 


15.8 


19.7 


Brazil 


1 1.0 


13.9 


15.4 


23.5 


18.7 


Chile 


39. 0 


41.7 


35.6 


34.6 


31.1 


Cuba 


16.1 


27.0 


26.4 


19.9 


27.5 


Dominican Re- 












public 


1.9 


1.3 


4.7 


5.7 


6.7 


Guatemala 


2.6 


2-2 


3.6 


4.4 


o .7 


Honduras 


2.4 


2.2 


A C* 
1 .0 


1 .O 


O .D 


Mexico 


12.0 


12.2 


A r. a 
14.0 


ID . J 


1". Q 


Panama 


3.0 


4.0 


3 . / 


O.U 


4.1 


Peru 


13.8 


9.7 


10.3 


8.0 


8.1 


Uruguay 


A Q 
1 .0 


C\ 0 

u .y 


O Q 


0 fi 


1 2 


Venezuela 


33.1 


43.2 


32.2 


38.1 


81.4 


Other countries 












China 


5.1 


1.0 


0.9 


0.2 


0.2 


Portugal 


0.3 


1.0 


0.3 


1.3 


1.1 


Spain 


0.3 


0 .05 


0.3 


0.7 


3.3 


Sweden 


1.2 


1.2 


2.0 


1.0 


0.9 


Switzerland 


2.0 


1.0 


1.0 


1.3 


1.2 



Source: International Transactions of the United States 
during the War, 1940-45, p 210. 



agencies controlled by the United States were being worked out in the 
chancelleries of U.S. government departments and Wall Street banks. 
Both the international institutions mentioned were the product of a 
single strategic idea and are an integral part of the general expansionist 
policy of American ruling circles. 



CAPITAL EXPORTS IN THE SERVICE OF U.S. 
POSTWAR IMPERIALIST EXPANSION 



§ 1. The increase in American expansionism after 
World War II 

Victory over fascist Germany and militarist Japan caused a radical 
turn in the world and led to a new balance of forces in international 
relations. 

The decisive turn was the forming of a socialist community of 
nations and states, an event that most clearly expressed the radical 
change in the balance of class and political forces after World War II 
in favour of socialism, progress, and peace. The Soviet people's historic 
victory in the war once more confirmed that there are no forces that 
can stop the victorious march of socialism and communism. 

Lenin remarked in 1921 that the world was divided into 'capitalism 
abroad and Communist Russia'. 1 Now a whole system of socialist coun- 
tries has developed. Socialism has emerged beyond the bounds of one 
country and a socialist world has been established as 'an integral part 
of the class struggle being waged in the international arena', as the 
Intel-national Meeting of Communist and Workers' Parties in 1969 
defined it. 2 That conclusion of the Communists' international forum 
has something in common with Lenin's conclusion that the strua g ] e 
between socialism and capitalism has a universal character, and per- 
meales all international affairs. 3 

The democratic forces have grown, and bocome stronger in the 
countries of developed capitalism. The apparently unshakeable foun- 
dations of the colonial empires have begun to rock. The course of events 
has clearly taken the turn the bosses of the capitalist world have not 
counted on. The foundations of the system based on the dominance of 
capital and on exploitation and oppression are bursting at the seams 
With the despair of doomed men who' did not want to reckon with 
the objective course of social progress, the imperialists began to make 
enorts to change these trends of development, if they could, to stop the 
tiywheel f of forward movement and even put it into reverse, and 
recover their lost positions. Such efforts were made immediately after 
the defeat of fascist Germany. 

One can only imagine how far mankind would have advanced on the 
road of progress if the imperialist powers had not dynamited then the 
ioundations of mutual relations between the leading countries of the 
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two socio-economic systems, and had not opposed the principles of 
international dominance in practical affairs to the positive experience 
gained in the period of co-operation. Anti-popular, aggressive principles 
gained the upper hand in the actions of the Soviet Union's partners in 
the war, which not only did not further mankind's gradual evolution 
toward real democracy, lasting peace, and harmonious progress, but 
held it back. 

That concerned, in the first place, the problems of guaranteeing 
peace. Lenin's words 'what we prize most is peace and an opportunity 
to devote all our efforts to restoring our economy' 4 gained new force. 
At the same time the imperialist West took a course of an arms race and 
preparation for a new world war. There is no need to recall what absurd 
plans were concocted in that connection. If they were not realised it 
was because of the might and active struggle of the Soviet Union, 
fraternal socialist countries, and all progressive humanity. 

American imperialism displayed particular aggressiveness. The 
U.S. monopolies tried to interpret the results of the war in their own 
way, made broad, global claims and announced a new repartition of 
the world, especially at the expense of some of their Allies, and subor- 
dination of whole countries and regions to themselves. Washington, 
and President Truman, not wanting to take the will of the peoples of 
the world into account, proceeded from a false, unhistorical premises 
that 

whether we like it or not, we mast all recognize that the victory winch we have 
won has placed upon the American people the continuing burden of responsi- 
bility for world leadership. 6 
The means employed to realise that claim were various— poli l ical, 
military, and economic. 

Great significance was attached to the export of capital. While not 
counterposing these trends of imperialist policy to one another, wo must 
again stress I hat the concrete stimuli and expansionist aspirations of 
capital, and its imperialist essence, formed the foundation on which all 
the means and methods of U.S. international activity were based. The 
expansionist nature of capital can be traced without difficulty in 
every U.S. foreign policy programme. The specific nature of the post- 
war expansion is that it began to be realised on a great scale and with 
unprecedented politico-ideological subtlety. A system of 'ideological 
myths' was developed that veiled the real sense of imperialist inten- 
tions. 

'Ideological myths' of a kind also developed as regards the inter- 
national movement of capital, among which various conceptions of 
'aid' had an important place. Quite a few conceptions and government 
programmes of this kind were developed over the years in U.S. inter- 



4 V. I. Lenin. Speech Delivered at the Fourth All-Russia Congress'of Garment 
Workers, February 6, 1921. Collected Works, Vol. 32 (Progress Publishers, Moscow, 
1975), p 115. a m 

6 Public Papers of the Presidents of the United States. Harry S. Truman. Con- 
taining the Public Messages, Speeches, and Statements of the President, April 12 to 
December 31, 1945 (U.S. Govt. Printing Office, Washington, D. C., 1961), p 549. 
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national practice, many of which have been analysed in detail in the 
economic literature, as will be seen from our bibliography. 

The main idea that permeated all of them was American monopoly 
capital's drive to saddle the maximum number of countries, with the 
minimum possible outlays, with an internal order suitable to U.S. 
monopolies and standards of international behaviour oriented on 
Washington's requirements. Hence the gambling on reaction, militar- 
ism, and stifling of democratic freedoms, i.e. methods that constitute 
the pith of monopolies' operations and reflect their rapacious character. 
Every such programme contains references to the need to 'defend' the 
nalional interests of the USA and her international security. And an 
obligatory component that she constantly demanded 'in exchange' 
was, for example, partial renunciation of sovereign rights, the establish- 
ment of a favourable 'climate' for foreign investments, unconditional 
priority for private capita] as an expression of 'inviolable human rights', 
etc.— the imperialist symbiosis of expansion and cynicism! 



§2. The aggressive essence and consequences 
of 'aid' 

The broad economic expansion of the USA after World War II got its 
clearest expression in various kinds of plans and programmes of 'aid' 
to Other countries. As a specific, surrogate form of the international move- 
men t of capital that included the lending of resources on privileged 
terras, as well as traditional movement in the form of loans, foreign 
'aid' has become a typical feature of the American Administration's 
postwar activity to stimulate the export of capital and secure favour- 
able conditions for the functioning of American corporations' foreign 
affiliates, and to maintain the dependent character of the development 
of many countries in Asia, Africa, and Latin America. 

Quite a few plans and programmes of economic and military 'aid' 
appeared both right after the war and later, usually coinciding with the 
realisation of certain political objectives that U.S. ruling circles had 
set themselves at that time. On the whole, U.S. economic expansion 
and its concrete forms were actively combined with realising Washing- 
ton's political, military, and strategic plans in Europe, Asia, Africa, 
and other parts of the globe. A prominent place was assigned in them 
to drawing a number of countries into aggressive military blocs, re- 
structuring their economic and political set-up in relation to the needs 
of these blocs and American imperialism's expansionist aspirations. 

The nature and aims of the various plans of American economic 
and military 'aid' can only be appraised in the light of the main direc- 
tion of U.S. policy. As already mentioned, a main orientation, viz., 
active pressure on the economy, policy, and social and cultural set-up 
of the respective countries through the granting of loans, credits, sub- 
sidies, etc., ran through all these plans. The U.S. government, more- 
over, played an active and often decisive rolo in implementing them. 
While the invasion of privato American capital often only ultimately 
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led, through several intermediate links and stages, to the economic and 
political subordination of the countries that were in the sphere of the 
injection of foroign capital, direct U.S. influence was exerted through 
these programmes on the countries receiving 'aid' that went as far as 
he employment of means of crude dictation. 

That is confirmed by many facts relating to the granting of American 
'aid'. That is why all the 'aid' programmes imposed by Washington 
became a synonym in postwar international affairs for imperialist 
expansion and an aggressive course in foreign policy alien to the in- 
terests of really equal international co-operation. 

An important means of U.S. economic expansion after the war was 
the Marshall Plan, and the loans and credits granted and grantable to 
a number of countries in accordance with the Mutual Security Act. 
It can definitely be said that these loans and credits were given a 
special role from the start in the new postwar conditions, i.e. in con- 
ditions of a growth in the aggressiveness of U.S. ruling circles' policy. 
That largely explains why the volume of loans, credits, and other 
forms of 'aid' exceeded the scale of the United States' financing of other 
countries in preceding years. The American credits of World War I 
opened for the Allied powers were far exceeded in total by the new 
loans, credits and other types of 'aid'. 

After 1947 a number of laws were enacted in the USA on foreign 
'aid'. The main ones were tho following: 

1. the Greek-Turkish Aid Act of 1947 on military and economic aid 
to Greece and Turkey; 

2. the Foreign Assistance Act of 1948, which provided for economic 
'aid' to West European countries (the Marshall Plan), and to Greece, 
Turkey, and Taiwan; 

3. the Mutual Defense Assistance Act of 1949 on mutual aid for security 
purposes, which provided for military 'aid' to countries belonging to 
the North Atlantic bloc, and also to Iran and Taiwan; 

4. the law of 1950 on helping foreign countries, a section of which also 
provided for rendering underdeveloped countries technical 'aid' 
(Point 4 of the Truman Program); 

5. the Mutual Security Act of 1951, which combined all the 'aid' pro- 
grammes (economic, technical, and military) previously implement- 
ed by the United States into one; 

6. the act passed by the Congress in 1957 on aid to Middle Eastern 
countries in accordance with tho Eisenhower 'Doctrine'., which 
subsequently collapsed; 

7. the Foreign Assistance Act of 1961, which reflected the new approach 
of the Kennedy Administration to following a long-term strategic 
line in regard to developing countries. 

The figures in Table 6.1 witness to the scale of U.S. 'aid' from 1946. 
The total appropriations for the forms of ; aid' shown came to $107 
billion in the first 20 vears after World War II. 0 The bulk of the funds 



6 When allowance is made for interest on the loans and the repayment of 
credits over the indicated period, the actual total was around $90 billion. 
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Table 6.1 



American 'Aid' to Foreign Countries 
($ billion) 



Form of 'aid* 


1946-8 


Marshall 
Plan 


Mutual 
Security 
Act, 1951 


Act of 
1961 


1946- 
lyoo 


1 949-52 


1953-61 


A fli> O Ci 


IV1 1 1 1 1 n p v tin/I c*c c\wt\ Ti"ii/» 












total (in round figures) 


13.1 


21.7 


47.5 


24.9 


107.1 


military 


0.5 


3.0 


23.4 


i .9 


34.8 


credits and loans 






0.2 


0.4 


0.6 


subsidies 


0.5 


3.0 


23.2 


7.5 


34.2 


economic 


12.6 


18.6 


24.1 


17.0 


72.4 


credits and loans 


6 0 


2.6 


5.9 


8.3 


22.8 


subsidies 


6.0 


16.1 


18.2 


8.7 


49.6 


Export-Import Bank 










7.9 


credits 


2.1 


0.9 


3.6 


1.3 



Compiled from: U.S. Overseas Loans and Grants and Assistance from Inter- 
national Organization*. Obligations and Loan Authori- 
zations, July 1, 1945-June 30, 1973 (U.S. Govt. Print- 
ing Office, Washington, D.G.. 1974). 



was granted at the end of the 40s and in the 50s (77 per cent), the volume 
of 'aid' being $41.3 billion in the period up to 1U55. 7 

In that period (up lo August 1955) the USA sent around $50 billion 
abroad under the Marshall Plan, as military 'aid', and 'aid' under 
Point 4 of the Truman Program, etc. 8 But that total is not complete. 
When the sums expended on what American official sources and economic 
literature term 'aid' are added to the credits, the Lend-Lease balances 
calculated for cot lain capitalist countries, and balances from UNRRA 
funds, etc., the total up to and including 1955 would be much greater. 
The total of U.S. overseas grants and credits from 1 J uly 1945 to 31 De- 
cember 1955, broken down into its various forms, is presented in 
Table 6.2. 

In the period between 1956 and 1965 the USA gave other countries 
$47.3 billion in grants and credits, of which grants accounted for 
78 per cent and credits 15 per cent. Furthermore, §19.2 billion was for 
military 'aid', while $24.7 billion was for technical and economic 'aid' 
(41 per cent and 52 per cent respectively of the total appropriations). 9 

The figures on the geographical distribution of American 'aid' in 
the first postwar decades merit attention (see Table 6.3). They clearly 
show that th e bulk of the appropriations (67 per cent) in the period up 



7 See Foreign Relations Commission. Report 1799, 83rd Congress, 2nd Session, 
July 13, 1954, p 16. 

8 See W. Z. Foster. On the Fight Against Keynesism. Political Affairs, 1955, 
34, 8:37. 

9 Calculated from Statistical Abstract of the United States, 1979 (U.S. Govt. 
Printing Office, Washington, D. C, 1979), pp 853-854. 
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Table 6.2 



Structure of American 4 Aid' 

($ million) 





Total 


Purpose of grants and credits 


(1 July 1945- 


31 December 1955) 


Subsidies and grants 




Mutual Security Programme 


32,061 


military 'aid' 


14,249 


economic and technical 'aid' 


17,812 


Civilian supplies 


5,850 


\J l\ 111 t/x 


3,443 




1,960 


Aid to U-reoce ana lur^ey 


653 


'Aid' to tl\3 Philippines 


635 


D. liv ries of farm 'surpluses' through 


319 




Military equipment loans 


303 


, ir.i.l -rYlllcI ...... i \jl i u-i-i-iJ »»-v>o 


158 


Economic 'aid' to the Kuomintang 




regime ('stabilisation fund') 


120 


Military 'aid' to tho Kuomintang 




regime 


zoj. 


Other 


435 


Prior grants converted into credits 


—2.256 


Reverse grants 


—1,603 


Net grants, total 




Credits 




Prnnrt-Tmnnrt Rank credits 


4,546 


Rritish loan 


3,750 


Mutual oecurity i rogrdmme 


1 ,942 


'Surplus' property (including mer- 




chant ships) 


1 ,482 


Lend-Lease (excluding settlemen 


■ 


credits) 




Other 


497 


Prior grants converted into credits 


+2,256 


Principal collections 


-3,678 


Not credits, total 


10,868 


Grand total of grants and credit 


b 53,151 



Source: Statistical Abstract of the United Slates, 1958 
(D S. Govt, Printing Office Washington, D.C., 
1956), p 890. 
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Table 6.3 



Geographical Distribution of U.S. Government Foreign 
Grants and Credits 
($ million) 



Countries and areas 



1945-55 



Military grants 

Western Europe (excluding 
Greece & Turkey) and depen- 
dencies 

Near East (including Greece, 
Turkey, and Egypt) and South 
Asia 

Africa (less Egypt) 

Far East and Pacific region 

Western hemisphere 

Economic 'aid' (grants and cred- 
its) 

Developed capitalist countries 

Great Britain 

Franco 

West Germany 

Italy 

Japan 

Other countries and areas 
Near East, Europe, South Asia 

Egypt 

Greece 

India 

Israel 

Pakistan 

Turkey 
Africa 

Morocco 

Tunisia 

Zaire 

Far East and Pacific 

Taiwan 

South Korea 

South Vietnam 

The Philippines 
Latin America 

Brazil 

Chile 

Mexico 



10,445 

9,580 

2,001 
7 

4,403 
236 

38,054 
27,129 
6,923 
5,477 
3,907 
2,795 
2,302 
10,925 
3,163 
41 
1,324 
399 
390 
178 
385 
143 
7 
2 

0.5 

4,452 
1,257 
1,358 

245 

833 
1,152 

470 
85 

226 



Source: Statistical Abstract of the United States, 1979 
(U.S. Govt. Printing Office, Washington, D.G., 
1979), pp 854-856. 



190 



to 1955 were for 'aid' to developed capitalist countries, mainly in 
Western Europe. In the next decade there was a re-orientation of the 
flow toward developing countries, whose share was already 90 per cent 
of the total of economic and military 'aid' in 1955-65. 

The overwhelming part of these American appropriations was ulti- 
mately destined for military purposes— to transferring the economies of 
the West European and other countries receiving them, and primarily 
their industries, onto preparing for war, not to mention the sums grant- 
ed to Chiang Kai-shek's regime, which were used wholly for war needs 
and corruption. The appropriations were employed to give the reci- 
pients' economies a direction that not only met the economic needs of 
the American monopolies, interested in extending markets for their 
goods, but primarily served the needs of the production of weapons and 
munitions for the swelling armed forces of the members of the North 
Atlantic Treaty Organisation and other aggressive blocs. 

Attention needs to be drawn to the fact that a continuously mount- 
ing part of U.S. 'aid' appropriations was directed in the years con- 
cerned to countries and areas located mainly in Asia and the Far East, 
which had been actively drawn into U.S. military and strategic plans 
from 1951 onward. In 1956, for oxample, the United States' military 
'aid' totalled $3,044 million, of which countries in the Middle East 
and Africa got $386 million, and countries in Asia and the Pacific 
S740 million. Suffice it to say that the relative weight of military 
grants and subsidies in the total 'aid' that countries in Asia and Africa 
received increased by 50 per cent between 1951 and 1956, and more 
than trebled in absolute terms. While 63 per cent of U.S. economic 
and military 'aid' went to European countries before 1955, their weight 
fell after that to an average of 12 per cent in 1955-65. 10 In 1956 military 
'aid' to countries in Western Europe, which was less than in 1952 or 
1953, was still the considerable sum of $1,583 million, and in 1957 
Si, 071 million. So-cailed economic 'aid' to countries in Europe was 
$357 million in 1956 and $509 million in 1957. n 

More than half (60 per cent) of the total sum granted in 1945-55 to 
European countries went to Great Britain, France, and West Germany; 
the last-named 's war industry had been developed to a considerable 
extent, as on the eve of World War II, through the golden rain of 
American appropriations. The appropriations for the biggest countries, 
including the credits and grants made to Japan to develop its war 
industry and rebuild its army, constituted more than two-thirds of 
the total, while the 'aid' itself was predominantly granted in the form 
of government subsidies, i.e. in a form that most directly corresponded 
to the aim of promoting war preparations. 

According to the official figures of the Foreign Operations Adminis- 
tration, U.S. arms worth $11.4 billion had been shipped to 35 countries 
by 30 June 1955 via these grants, including 7,575 planes, 38,400 tanks 
and combat vehicles, and 1,079 naval vessels, and also a large amount 



" Ibid., pp 854-855. 

11 See Survey of Current Business, 1958, 38, 4:22. 
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of 'artillery pieces, small arms, machine guns, electronic equipment, 
and other military supplies' 12 ; 70 per cent of this went to Western 
Europe, 18 per cent to Asia and countries of the Pacific region, and 
11 per cenL to the Middle East and Africa. 13 

In its booklet North Atlantic Treaty Organization. Its Development 
and Significance, the U.S. State Department communicated that be- 
tween 1949 and 1957 the USA had 'contributed over $22 billion worth 
of equipment and other items' to members of NATO, including guns, 
tanks, planes, and other weapons. 14 

It is not without interest to note how the State Department de- 
scribed the distribution of roles within the aggressive North Atlantic 
bloc. Its booklet said: 

Iceland, for example, has no national army at all and therefore cannot contrib- 
ute troops ... but it provides valuable air bases for the common defense. The 
United States, to use another example, has a gross national product more than 
double that of the combined total of all the European NATO countries put 
together and therefore bears a large share of the economic burdens of defense. 
On the other hand, the U.S. share of manpower requirements is much more mo- 
derate. 10 

In concluding the section on the U.S. 'contribution' to NATO the 

State Department openly declared that 

the average citizen of the European NATO countries pays to his government, 
in taxes of all kinds, a larger percentage of his total earnings than docs the 
average American citizen. 16 

The aggressive character of the aims of American 'aid' is quite frankly 

expressed in this booklet. 

2.1. The expansionist character of the 
Anglo-American Financial Agreement 
of 6 December 1945 

It is necessary, in our view, when characterising the expansionism of 
American imperialism, to dwell on the Anglo-American Financial 
Agreement of 6 December 1945, 17 which had a special place in U.S. 
postwar economic plans. This agreement, concluded after the stopping 
of Lend-Lease deliveries to Great Britain, was an indication of how 
U.S. monopolies were exploiting Great Britain's economic difficulties 
in order to saddle her with loans on dictated terms and to strengthen 
their international position even further by weakening their war 
partner. 

What were the terms of the agreement? 



12 President Eisenhower's Report to the Congress on the Mutual Security Pro- 
gram for the Six Months Ended June 30, 1955 (U. S. Govt. Printing Office, Washing- 
ton, D. C, 1955), pi. h 

13 Ibid., p 2. 

14 Department of State. Publication 6467. North Atlantic Treaty Organization. 
Its Development and Significance (U.S. Govt. Printing Office, Washington, D. C, 
1957), p 20. 

16 Ibid., p 19. 
18 Ibid., p 22. 

17 The agreement came into force on 15 July 1946. 
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Britain, we know, had already lost a number of economic positions 
in Latin America, Canada, the Middle and Far East, and several other 
regions during the war. She emerged from the war considerably weak- 
ened, and her ties with the Dominions loosened. The national liberation 
movement developing in the colonies (India, Burma, Malaya) under- 
mined British capital's monopoly position in that area of Asia. All 
that prevented the capitalist class of Great Britain from shifting the 
burden of the war to a large extent onto the working people of the 
dependent, and colonial nations, and overcoming the economic difficul- 
ties facing her after the war at their expense. 

Britain herself did not have the dollar resources to pay for American 
imports, while British exports to the USA could only cover an insignifi- 
cant part of British indebtedness in the balance of payments to the 
USA. That was associated with the fact that Britain (1) could not sell 
many goods that, competed with American ones to the United States 
because of the high American customs duties, and (2) could not rapidly 
reconstruct her industry, which had been mainly serving war needs 
during the war. 

The United States expressed readiness to grant Great Britain a big 
long-term loau. The British government, hoping to improve its country's 
situation and win back positions lost during the war, agreed to take 
a loan of 33,750 million. Under the terms of the agreement, Britain 
could use the loan before 31 December 1951; it was granted at 2 per 
cent per annum with repayment of the principal and interest over 
50 years, starting from 31 December 1951. 

The commercial terms of the loan (period of repayment, and rate 
of interest), however, tell little about the problem in question. The 
point was not in them, but in several terms that the United States of 
America imposed at the same time, and in the economic relations that 
were formed between the two countrios after signing of the financial 
agreement and that greatly upset the calculations of British ruling 
circles, which had seen a sheet anchor in the American loan. 

In accordance with the agreement, Britain's purchases in other 
countries were made dependent on her purchases in the United States. 
She could not freely decide the question of importing goods from a 
country. Article 9 provided that, except in special cases, 

if cither the Government of the United States or the Government of the United 
Kingdom imposes or maintains quantitative import restrictions, such restric- 
tions shall be administered on a basis which docs not discriminate against 
imports from the^other country in respect of any product. 18 
In practice that provision was directed exclusively against Great 
Britain in view of the serious state of her finances and her existing 
chronic unfavourable balance of trade and payments. 

The United States thus forced Great Britain to spend the funds 
granted her to pay for imports of American commodities. As a res 
Britain was tied to the American market as never before, which was one 
of the main aims of the loan. Her position was complicated by her not 
even being free in her choice of goods on the American market. She was 



18 See L. S. Amery. Op. cit., Appendix C, p 168. 
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unable Lo purchase the most important types of equipment for heavy 
industry, for instance, especially for coal mining, out of this loan or 
subsequent ones. The greater part of the loan was spent on buying goods 
imposed by the terms of the agreement that American firms and corpo- 
rations were interested in marketing. 

This kind of 'machinery' for obtaining loans was not, in principle, 
anything new. The utilisation of 'tied loans' for profitable transactions, 
Lenin wrote, takes the place of competition on the open market'. 19 
The British themselves had employed these methods so as to knock out 
undesirable competitors, the existence of better opportunities (e.g., an 
extensive network of branch banks in colonies) having put them in a 
privileged position. The German imperialists, Lenin remarked, envied 
them. 20 Now Britain herself was in the position of recipient of such a 
'tied loan'. 

The agreement provided that the United Kingdom had no right to 
spend funds obtained under the loan to meet her own obligations to 
third countries or to rcceivo long-term loans from the Dominions on 
terms more favourable for the creditor than those of this American 
loan. Article i\ said straight out: 

(T) II is understood that any amounts required lo discharge obligations of the 
United Kingdom to third countries outstanding on the effective date of this 
agreement will he found from resources other than this line of credit. 

(IT) The Government of the United Kingdom will not arrange any long- 
term loans from Governments within the British Commonwealth after Decem- 
ber (I, 1945, and before the end of 1951. on term? more favourable to the lender 
than the terms of this line of credit. 21 

That provision of the agreement tied Great Britain hand and foot. 
It deprived her of the opportunity both to employ the resources of the 
loan to discharge obligations lo the Dominions, which were a tidy sum 
after the war, or to make agreements with other countries of the British 
Commonwealth of Nations to get loans on more favourable terms than 
those of the Anglo-American agreement. This provision of the agree- 
ment was most humiliating for Britain. 

She was also obliged to settle her sterling balances with countries of 
the sterling area and other countries (Article 10), and lo permit free 
exchange of sterling for dollars not later than a year after the agree- 
ment's coming into force. Article 8, in which the terms relating to the 
exchange of pounds for dollars were set out, provided for exceptions 

only in relation 

(a) to balances of third countries and their nationals accumulated before 
this paragraph (ii) becomes effective; or 

(b) to restrictions imposed in conformity with the Articles of Agreement 
of the International Monetary Fund... 

(c) to restrictions imposed in connection with measures designed to un- 
cover and dispose of assets of Germany and Japan. 2 " 2 

The reference to restrictions imposed by the International Monetary 
Fund not applying to this agreement did not mean thai the United 

19 V. I. Lenin. Imperialism, the Highest Stage oj Capitalism (Progress Pub- 
lishers, Moscow, 1982), p 62. 

20 Ibid., p 245. 

21 L. S. Amery. Op. cil., p 160. 

22 Ibid., p 168. 
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Stales had made any kind of concession. Under the Articles of the Fund r 
which was completely under I'.S. control, no restrictions of any kind 
whatever (on foreign exchange as well) could be introduced or cancelled 
without its consent. That provision, which had the object of freeing the 
dollar resources held by some countries, so as lo pay for American 
imports, also struck Britain, because it made it more difficult for her 
to manoeuvre with her limited resources. 

At the same time the British government took on two further ob~ 
ligations: 

(1) to ratify the Bretton Woods Agreements on establishing the In- 
ternational Bank for Reconstruction and Development and the Inter- 
nal ional Monetary Fund, this being one of the terms for granting the 

loan; t ; 

(2) to support the American plan for selling up an international- 

trade organisation. 

Both these obligations furthered the dependence of the British- 
economy on the United States. 

The Bretton Woods Agreements deprived Great Britain of the right 
to alter the parity of the pound sterling in relation to Iho dollar without 
the sanction of the Fund, and in fact without the sanction of the Unit- 
ed Stales. They also gave the USA the opportunity to concentrate big- 
ger and bigger gold reserves in her hands at a previously fixed price prof- 
itable to her. That was a blow at the whole British Empire, and not 
just Great Britain, when one lakes into account that certain of the Do- 
minions (above all the Union of South Africa) occupied a leading place 
in gold mining. 

In undertaking lo support the American plan for an international 
trade organisation, the British government gave the USA the chance to 
infiltrate the countries of the sterling area further. The loan was thus- 
used by American monopolies to force Great Britain to soften the system- 
of Imperial Preference (preferential tariffs) and widen access to sterling: 
area countries for exports of the U.S. monopolies' goods and capital. 

The essence of the Imperial Preference system was that British Em- 
pire countries either freed certain commodities completely from customs- 
duties on a reciprocal basis, or charged lower duties on them than on those; 
imported from other countries. The system had operated from 1897 
when Canada, the first of the Dominions, lowered tariffs on British 
goods. Subsequently all governments in office in Great Britain strove to 
consolidate the system. The Lloyd George government defended it dur- 
ing World War I, getting the adoption of a special resolution at the 
Imperial Conference of 1917, which established 

the principle that each part of the Empire, having due regard to the interests' 
of our Allies, shall give specially favourable treatment and facilities to the 
produce and manufactures of other part? of the Empire. 23 



23 Sec Imperial Preference. Encyclopaedia Britannica, Vol. 12 (London, 1947), 
p 122-B. See also 'Commonwealth Preference'. In Graham Bannock, R. E. Baxter, 
and Ray Rees. The Penguin Dictionary of Economics (Harmondsworth, 1972), 
pp 73-74. 
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This system was later defended by the Baldwin Conservative govern- 
ment. It was retained by the MacDonald Labour government and the 
Chamberlain Conservative government. The Churchill Conservative 
government stubbornly clung to it during World War II, and so did the 
subsequent Attlee Labour government. All British governments since 
have striven to retain it. 

The system of Imperial Preference served Britain for a long time as 
a means of fighting foreign competition, especially from the USA, Ger- 
many, and Japan. It played a special role during the economic crisis of 
1929-33. It was contrary to most-favoured-nation principle which the 
United States had advanced for at least half a century against it. And 
now a first serious blow was struck against this system (which had served 
for many years as a defensive barrier against foreign competition) by 
the Anglo-American Financial and Commercial Agreement of 1945. 

The terms imposed on Britain by the American monopolies in regard 
to support of the American plan for foreign trade undermined her posi- 
tion even further. They not only did not promote restoration of her earlier 
position but, on the contrary, seriously reduced opportunities for effec- 
tively resisting U.S. attacks on it. 

In addition to theso direct disadvantageous obligations imposed on 
Britain as terms for the loan, the U.S. monopolies did their best to raise 
the prices on American goods exported to her immediately and steep- 
ly. According to the official figures, more than a quarter of the loan 
(28 per cent) was lost by the British economy through I he rise in prices 
between the middle of 1946 and August 1947. In addition, Britain lost 
approximately $240 million in exchanging pounds for dollars. 

So, when we take Britain's losses through this raising of price for 
American goods into account, the losses from exchanging pounds for 
dollars, and the deductions from the loan in settlement of Lend-Lease, 
it turns out that she could really only use around half of the loan for 
her needs. It is therefore not surprising that she had already used up 
$3,350 million of the money received by 20 August 1947. The remainder 
was only §400 million, and that was temporarily frozen by the U.S. 
government in response to the British government's stopping, as from 
21 August 1947, of free convertibility of the pound for dollars in order 
io save dollars. 

The disadvantageous character of the 1945 loan for Britain natural- 
ly evoked criticism of the government's policy from certain circles. The 
views of the Conservative L. S. Amery present some interest in that re- 
spect; the American loan, and its terms, he said, would undermine the 
United Kingdom's economic position radically in the future and make 
her economy dependent on the USA. As for Article 9, which obliged her 
to buy American goods, he wrote: 

The conditions attached to the loan within the Financial Agreement itself are 
in fact conditions aimed at forcing Empire and sterling area countries to buy 
from the United States and not from us or from each other. They are conditions 
which are calculated grievously to reduce the value of the loan as a stop-gap to 
cover our immediately prospective deficit. They are even more calculated to 
make it impossible for us to attain a balance of payments at all and consequent- 
ly ever to pay off the loan itself. They arc, of course, only a part of the whole 
system which is to be forced on us by the simultaneous obligations we have 
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undertaken in connection with Brettnn Woods and the American Commercial 

TOen sneaking of the U.S. policy aimed at undermining the Impe- 
rial Preference system, Amery recalled that it was nothing new in An- 
do-American relations, that it was much older than the loan agreement 
and rejected a firm striving of the United States of 
Britain out of world markets. In particular he quoted a stajemen by 
Sumner Welles, U.S. Under-Secretary of Stale, made m 1943, that 
Hh™ hole history of British Empire Preference is a history of economic 
apere«sion' To parry this charge, Amery wrote: 

That the mo°t moderate and libeTal economic system in the world should be 
^J&XtwSiSM^m may suggest an echo of the well ; known protest 
of the wolf against the lamb's aggression upon 

Leaving aside his attempt to depict Imperial Preference as the most 
moderate and liberal economic system in the world (^ jm^tAndr 
able in the mouth of a spokesman oi British capi al, which hat u^ed 
this system primarily as a means of enriching British monopolies), is 
estimate of the U.S. policy aimed at undermining it had some sense he 
more so that it was expressed by a politician who fully supported the 
political line of the British capitalist class. ...... , ; " 

It stands to reason that people like Amery criticised the Anglo-Amer- 
ican financial agreement from their own standpoint, ihey ^^G*J 
that the agreement itself, and its disadvantageous terms, made B ltam 
even on the USA, and not only did not alleviate ^the se- 

rious state of Hie British economy, but made it even worse. Thev wcie 
spared to reconcile themselves to the idea that the British Empire 
could not compete with the United States as a great power, but they ap- 
pealed to the USA, trying to suggest to her that it was necessary to lind 
opportunities for the two states to rob other countries and nations joint- 
ly =o long as the USA did not encroach upon Britain s position. 
The following statement of Amery's is typical m this regard: 
I rather like the robust buccaneering spirit of modem Americnu economu- im- 
per S Only 1 do not see why it should be exercised at the expense. o the 
B Emnire For it is against the British Empire, above all that this poll- 
butaStt Si why there is this insistence on our abandonment of 
EmSr^pSenteTthe least restrictive of all tariff arrangements ,n the whole 
That i the reason for the determination to break up the .terlmg .system 
The Briti-h Empire is the oyster which this loan is to prise open Each part of 
^^r^a^?fe&mil^i#M of Em P ire is to be lowed 

^iSljSll^Zl field i'o? American industrial exploitation a tributary 
of American finance, and, in the end, an American dependency -.- 
The plea of Amery and people like him that 'American economic im- 
perialism' should not be exercised at the expense of the Bn ish Emu. re 
was, of course, a voice crying in the wilderness. The wolf s law of capi- 
talism was displayed in all its fullness in this case, as follows from the 
very nature of capitalism and its highest stage, imperialism. Ihe ex- 
pansion of American monopoly capital after World W ar II was new con- 
firmation of the law of uneven development under imperialism, discov- 



24 L. S. Amery. Op. cit., pp 110-111. 

25 ibid., p 92. 
« Ibid., p xi. 
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•ered by Lenin, which has led to an increase in the USA's role in the sys- 
tem of world capitalism, especially at the expense of Great Britain. 
. That does noL mean, of course, that Great Britain could not have 
improved her position by another policy. Her ruling circles bear the re- 
sponsibility for having supported the U.S. ruling circles' postwar poli- 
tt c p , articuIar lhe disadvantageous agreements she entered into with 
the USA after the war. She could have improved her economic posi- 
tion by maintaining normal relations with the Soviet Union and other 
socialist countries. She could also have eased her position by reducing 
military appropriations and curbing the monopolies' uncontrolled lord- 
ing of it, and could have taken steps to eliminate inflation and to car- 
ry out other economic measures so as to lay the foundation for develop- 
ment of the economy for poacoful purposes rather than in the interests 
of british Big Business. 

That did not, of course, happen. The lion's share of the British bud- 
get was swallowed by the military expenditure caused by the arms 
race. British monopolies' profits were not only not affected, but, on the 
contrary, rose annually at the expense of the common people, since the 
course taken by the Labour government that came into office in the mid- 
dle of 1945 suited the interests of the capitalist class in both the polit- 
ical and economic fields. 

As for inflation, as always in such cases, the British capitalists shift- 
ed its burden onto the working class and other working sections of the 
people. 

The 1945 agreement was employed by the American monopolies to 
saddle Britain with a line in international affairs suitable to the United 
States. It was an^indicator of how her vital national interests and the 
rights of the British people (onto whose shoulders the burden of swell- 
ing military expenditure was being laid) were sacrificed to the political, 
military, and strategic plans of the American and British capitalist 
classes. 

2.2. The Marshall Plan and its consequences for 
the expansion of American capital 

The Marshall Plan had a leading role in American postwar 'aid' pro- 
grammes; it was the first, broadest postwar programme of U.S. economic 
expansion. The history of its genesis, its real intention, are well known 
They were elucidated in the Soviet literature, in particular in A. Leon- 
tiev's book that analysed it as a means of U.S. economic expansion, 
and in a number of other works. 27 That saves us from having to dwell 
on it in detail. Its main substance was anti-communism and anli-So- 
vietism, counterposing a military atmosphere suitable to the USA to 
the peaceful aspirations of the peoples, and subordinating the West Eu- 
ropean economy to a military situation designed to win new positions 
for American monopolies. 



• Jt Se(? A- Loontiev - Imperializm dullnra v Zapadnoi Evrope (Dollar Imperialism 
in Western Europe), Gospolitizdat, Moscow, 1949. 
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Communists made a principled appraisal, in the first place, of the 
class essence of the Marshall Plan, especially the Communists of the 
country where the plan originated. The Chairman of the Communist 
Party USA. W. Z. Foster, wrote: . 

The Marshall Plan, presented to the world as a project for the rehabilitation ot 
war-torn Europe, is fundamentally designed to arm and mobilize lhe Lmopean 
capitalist, countries for an all-out war against the U.S.S.R. and the People s 
Democracies of Eastern Europe. 28 , , . . 

Its underlying economic motive was also obvious, lhe American 
economv had grown substantially during the war. In 1939 the value of 
the gross product was $86 billion, in 1944 $135 billion. If we take mean 
annual industrial production in 1935-9 as 100, the index was 249 in 
1943, 211 in August 1945, and 148 in February 1946; at the beginning of 
194?' the index rose in expectation of further expansion abroad, but all 
the same only reached 180. In other words, industrial capacities were 
only being used 60 per cent, for the good reason that it was difficult for 
the' American monopolies to market their output. That naturally hit 
their profits, which had already (as noted in Chapter 5) been more than 
$50 billion during the war, an enormous sum for the time, especially 
wl en we remember that it meant a rate of profit 3.5 times that of the 
prewar 1939. In 1945 profits reachod $9- 9 billion, in 1946 $12 bilhon; 
growth continued in 1947 in spite of the limited purchasing power with- 
in the USA. Hence the demand for 'freedom of trade', elimination of 
'barriers', etc. The Marshall Plan operated in that sense as a kind of 
financial pass-key to the doors of nat ional sovereignty and independence 
The demands put forward earlier in the United States for 'freedom of 
trade' and 'equal opportunities', supplemented by demands for wiping 
out every kind of defensive barrier against the competition of Ameri- 
can goods, were actively cited in defence of the Marshall Plan, which 
its authors tried to depict as a measure capable of restoring the econo- 
mies of European countries, 'reviving' the spirit of freo competition and 
enterprise there, and expanding trade relations both between those coun- 
tries, and between them on the one hand and the United States on the 

° th The Marshall Plan, being an expression of U.S. monopoly capital's 
expansionist drive in the new postwar conditions (when a number of 
countries had run into serious economic difficulties caused by the war) 
and of the USA's foreign trade policy, was in fact calculated from the 
outset to stifle their economies rather than to render them real help, 
especially those countries that wore experiencing a lack of dollars. It 
was designed to curtail a number of important industries, e.g., motor 
cars, coal, engineering, textiles, footwear, and to subordinate those 
countries' economies to the foreign trade needs of the USA. 

The following principled appraisal of the Marshall Plan made by 
that outstanding leader of the communist movement, Maurice Thorcz, 
is very indicative for a description of its effect on Western Europe's econ- 
omy. Pointing out that American monopolies had caught the French 



23 W. Z. Foster. Outline Political History of the A mericas (International Pub- 
lishers, New York, 1951), p 487. 
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economy up in 'the net of their Marshall Plan', he described the con- 
sequences as 'disastrous', ajid continued: 

Reconstruction is popped* Pioduction no longer advances. Several sectors of 
the national economy aie even regressing; tome have Been completely wound 
up, as is the case with the aircraft industry... 

Production of aluminium has fallen, but our bauxite is going again to 
Germany. The engineering and textile industries aie in decline. The "leather 
industry has not reached it* prewar pi eduction figures. 29 
What has been said about the Marshall Plan does not mean that the 
countries that received 'aid' under it, or rather the capitalist political 
forces then in power, did not benefit from it at all. Such an evaluation 
would be an oversimplification. When the Marshall Plan is approached 
from the angle of the vested interests of their ruling circles and monopo- 
lies, the sops they received under it more than once helped them out of 
a difficult financial position. But the relief it brought certain countries 
was always temporary. It not only did not eliminate the causes of these 
difficulties ('dollar hunger', lack of currency reserves in general, a pas- 
sive trade balance and balance of payments, etc.), but, on the contrary 
made them chronic. 

Countries which received 'Marshall aid', and which later coniinued 
to receivo 'aid' in other forms, can be likened to drug addicts wlio, hav- 
ing got temporary relief, not only cannot break the habit of taking the 
drug, but, on the contrary, become even more strongly 'hooked' so that 
it becomes impossible to overcome the addiction. 

U.S. ruling circles actually did not conceal that the aim of the Mar- 
shall Plan, and of the subsequent 'aid' plans and programmes, was not 
to improve tho recipients' economies, but so to use the credits opened 
and grants made as to broaden the markets for American goods, shield 
the USA from the competition of the recipients' corresponding commod- 
ities, etc., not to mention the political, military, and strategic gains 
that, the USA got in exchange for it. From the moment it came into oper- 
ation that was an axiom. But by far not all the politicians of Western 
Europe were able to free themselves from the illusions and real burden of 
American 'aid' and take the road of developing normal relations with 
other countries based on respect for the principles of sovereignty, de- 
votion to the ideals of peace and progress, independence of states, non- 
interference in internal affairs, equality and mutual benefit. 

When speaking of the Marshall Plan we must emphasise that it was 
intended to play a special role (and in fact did) in imposing an arms race 
policy on Western Europe. Great significance was attached to the revi- 
val of German militarism. On 25 June 1947, i.e. 20 days after the speech 
of the U.S. Secretary of State, General George Marshall, at Harvard 
University, in which he set out the general ideas of the 'aid programme', 
the former Under Secretary, Dean Acheson (later U.S. Secretary of State), 
had already told a Committee of the House of Representatives that 
the American government was reviewing the question of reviving Ger- 



29 ^ Maurice Thorez La luite pour V indtpendance natioaale el pour la paix. XXI e 
Congres national du Parti comuiuniste francaise. Gennevi] tiers, 2-6 avril 1950 
(Editions du PCF. Paris, 1950). pp 40-41. 



200 



man production (and in essence German war industry capacity) as the 
basis of the Marshall Plan. 

This idea was quite openly expressed then, as well, by Acheson's as- 
sistant Willard Thorp, who was in charge of economic matters at the 
State Department. Thorp declared that an increase of production was a 
necessary part of any programme of German revival and that it should, 
in the view of the U.S. government, provide an opportunity for a vast 
investment of foreign capital in West Germany. 

The line of reviving German militarism ran like a red thread through 
the speeches of U.S. leaders both then, when the plan was being devel- 
oped, and when it was the subject of discussion at the Paris Conference 
of 1947. That explains the decisive, ultimatum character of the USA's 
demands presented to the European countries by her spokesmen Wil- 
liam Clavlon (I he head of a big cotton firm) and Lewis W. Douglas (the 
U.S. Ambassador in London), and others. Although the latter 
formally did not take part in the Conference, they had a big influence 
on its members from the West European countries, kept it continually 
under observation either from Paris, or from close by in London. Not 
everything was pulled off subsequently as the stra legists from Washing- 
ton had contemplated, including their plans as concerns the political 
role of West Germany, but that was already 'not their fault'. 

What has been said docs not exhaust the calculations that the 
authors of the Marshall Plan attached to ii . Those taking part in it were to 
give undertakings, in exchange for American credits, to build Ameri- 
can mill l ary-straf egic bases on their territory, and to increase persecu- 
tion of the democratic parties and leaders of their countries. The U.S. 
monopolists were out of their way to strengthen the position of the reac- 
tionary circles that had come to power in several Wesi European coun- 
tries after the war, and to strike a blow at the patriotic and democratic 
forces that had headed the Resistance against Hitler Germany there, 
above all the Communist Parties, which had displayed the greatest 
tenacity in the light against the Hitlerites in the grim years of the war. 

One' must consider the dropping of Communists from the govern- 
ments of France and Italy in May 1947 in direct connection with the 
Marshall Plan. Their activity was specially blocking the U.S. monopo- 
lies' imperialist aims. The French Communist Party, for example, had 
put forward the slogan of 'a democracy free of trusts'. 30 The Communists 
of Italy and other countries stood for democratic changes. The character 
of the changes produced by means of the Marshall Plan is indicated by 
the following words of Palmiro Togliatti: 

Groups of monopolists of American capitalism have intervened and upset the 
whole process of the development and transformation of an Italian democracy. 
They have intervened in order to restore the courage of the old ruling groups 
of the bourgeoisie and have found executors of their will and their plans partly 
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among those groups and men who were Lha instigators of fascism, and partly 
among groups of a different but similarly reactionary orientation. 91 
The effect of the Marshall Plan as a form of mass attack by American 
monopoly capital once more confirmed the profound justice of Lenin's 
■appraisal of bourgeois democracy. In his article 'They Do Not 
See the Wood for the Trees', for example, he firmly rejected the illu- 
sion that 

the government is something above classes and above parties, the only trouble 
being that it is under too strong pressure from the right, so that there is need of 
stronger pressure from the left ... [and] that the present government is hghtin» 
both the Right and the Left, the extremes only, as it builds up true statehood 
and exercises true democracy. 32 

But, ho wrote in The State and Revolution, democracy will always 
'be influenced by economic development'. 33 The Marshall Plan was a 
way of promoting economic development in Western Europe suitable to 
the U.S. monopolies and capitalism in general as a social system, with 
all the consequences following from that for the character of govern- 
ment, internal set-up, international orientation as a whole, and for- 
eign policy in particular. How often, when analysing the international 
expansion of U.S. capital, one again and again sees confirmation of 
Lenin's immortal ideas and conclusions! 

The Marshall Plan thus pursued far-reaching political and military- 
strategic aims, as well as economic ones; it went hand in hand with di- 
rect U.S. interference in the internal affairs of other countries. The po- 
litical and economic dependence on the USA into which the countries 
receiving credits and loans under it fell also played into the hands of 
the USA, as experience showed, in the sense that during its operation 
and that of the later system of loans and credits, she succeeded iu re- 
stricting the international positions and limiting the independent 
action of her partner-rivals. That applies in particular to the position 
-of Britain in her Dominions and colonies. The main European partici- 
pants in the Marshall Plan thus ultimately, however they tried to jus- 
tify their policy, forwent much more than they received from the US 
under il. 

The granting of American credits and loans under the Marshall 
Plan meant more and more blows at her partners by the United States 
of America. Consequently there was a rupture of the multilateral eco- 
nomic ties built up historically among many countries, and a breaking 
of the links of the USA and her partners with the market of the socialist 
countries. 

Soviet diplomacy, we would stress, was then already warning against 
the consequences of that kind of irrational activity. The Soviet Union 
resolutely declared, in connection with the discussion of the Marshall 



31 Palmiro_ Togliatti. Rapporto al Vn congre^so del Partito eomunista italia- 
no, Saprile 1951. VII Co.ngresso drt Partito eomunista italiano. Resoonto (Edizioni 
di CnUura sociale, Rome, 1951), p 23. 

32 V. f. Lenin. Collected Works, Vol. 25, Progress Publishers, Moscow, 1977, 
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plan and the Truman Doctrine proclaimed a little bofore it, that it 
took a Leninist stand of recognising the possibility and desirability of 
co-operation between states with different social systems. 34 Implemen- 
tation of the American plan would inevitably lead to the European 
countries proving to be under outside control and deprived of their for- 
mer economic independent action and national independence to the 
benefit of certain strong powers' . 35 The Soviet Government noted the 
difference of principle between co-operation based on democratic prin- 
ciples and a system of relations that was built 

on the dominant position of one or more strong powers in relation to other 
countries, which had fallen into the position of a kind of subordinate state de- 
prived of independence. 36 •• . .. • 
Experience confirmed these appraisals. Western Europe has been re- 
peatedly convinced that following in the wake of Washington only brings 
it economic losses and political harm. Maurice Thorez, for example, 

The French Government is thus reduced to begging Washington for permission 
to send French products to the USSR in order to resume a flow of exchanges 
very valuable lor our country. 37 , ... ' . . 

The Marshall Plan not only did not lead to stabilisation of the capi- 
talist world economv, but exacerbated even more the contradictions 
between the USA and other capitalist countries, including those outside 
Europe in the struggle for markets, spheres of investment, and sources 
of raw materials in the Middle East, Asia, Africa, and other regions. 

That struggle was inevitable because of the nature of the main cap- 
italist powers' relations characterised by the increasingly uneven devel- 
opment of capitalism and the further deepening of its general crisis. 
Underlying it was a drive to ensure capitalist profits through both sav- 
age exploitation of the working class and working farmers of the LbA 
and militarisation of the U.S. economy, and economic exploitation and 
systematic robbery of nations, especially of the economically underde- 
veloped countries'of Asia, Africa, and Latin America. 

The facts about the USA's rendering of 'aid' to Great Britain, 
France, and other capitalist countries under the Marshall Plan and other 
American programmes indicate what severe consequences it had tor 
countries whose ruling circles accepted it to the detriment of the vital 
interests of their own peoples. American 'aid' not only did not allevi- 
ate the condition of their peoples, but, on the contrary, worsened it. 
It entailed intensification of the arms race, an increase m the tax burden, 
and a rise in prices of consumer goods. Palmiro Togliatti drew attention 
to that, in particular, at the Sixth Congress of the Italian Communist 
Party in January 1948. Speaking of the severe consequences^ot Ameri- 
can : aid' for the working people, he posed a number of questions that 
many Italians were asking in connection with the operation of the I lan. 
It it is true that Lhe grain is a gift, why has the price of bread gone up.-> If it is 
true, as the Government writes on the gas bill, that the gas is made irom coal 

3* See Vneshnyaya politika Sovetskogo Soyuza, 1947 g. (Soviet Foreign Policy, 
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mlorfZfJ^ST »*l has the Government raised the 

nee ol g ;l s? Whj did it not lower it, since the raw material from which it is 
twt C °f nothlI, 8? Ohviously something is not clear here ** 
W hat the 'not clear' meant was demonstrated in that speech of 
logliatti s and many other documents. Maurice Thorez made the fol- 
lowing comparison: 

The 250 billions of the Marshall credit far from compensate for the 600 billions 
of military expenditure imposed on our country by the Americans.** 
Hie temporary 'easing' of the economic situation that the obtaining 
o American loans sometimes gave Great Britain, France, and certain 
other West European countries by payment for imports of American 
goods did not eliminate the difficulties they were experiencing, while 
their dollar hunger' again made itself felt with increasing acutene«s 
since the American credits and loans did not eliminate the causes that 
had put many of those countries into economic difficulties after the war 
Furthermore, they intensified these difficulties by an anti-popular, mil- 
itarist political course. 

To eliminate these difficulties it was necessary to put their national 
industries, which had suffered during the war, on their feet, and to in- 
crease tile productivity of their agriculture, which had been considera- 
bly undermined during the war, especially in countries that had been 
occupied by the Nazis. Finally, and this was the main point it was 
necessary to direct these countries' means to development of a peacetime 
economy, and not to war production, and to establish normal trading 
relations with the Soviet Union and other socialist countries on a basis 
that excluded discrimination of any kind. 

But that did not come into the calculations of Washington and the 
American financial-monopoly groups. The American loans, credits, 
gifts , grants, etc., like the loans and credits advanced through the 
International Bank for Reconstruction and Development and the Inter- 
national Monetary Fund, were invariably accompanied with the imposi- 
tion oi terms that put the economies of the recipients into an even more 
difficult position. The throttling of industries whose goods competed 
with American commodities in countries receiving American 'aid' and 
the pushing of American exports onto them created a position such that 
they had again to ask for American loans and credits, and to make more 
and more new political and military concessions to the USA. It could 
not, of course, have been otherwise when thev had been forced to ori- 
ent their policies on meeting the requirements of the U.S. economy and 
enriching the American billionaire corporations, and flinging 'their 
doors even more wide open to American capital. 

While countries receiving American 'aid' were being obliged to buy 
commodities that had no market in the USA, their own goods, we would 
add actually continued to be denied access to the American market b V 
high tariff barriers Even during the operation of the Marshall Plan, the 
United Slates, while forcing participants in the Plan to lower or even 
abolish customs duties that sheltered their industries from American 
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competition, did not dream of weakening her own system of tariffs, 
hut rather made it even more rigid. 

All that explains why, after receiving repeated loans and credits un- 
der the Marshall Plan and the laws on 'mutual security', most of the 
countries could not overcome their postwar economic difficulties. Fur- 
thermore, processes were taking place in the economies of many of them, 
during the years they were taking American 'aid', that made their eco- 
nomic situation even worse, when it is considered from the angle of the 
outlook for their development rather than of requirements of a market 
character basically dictated by the arms race. The foreign trade deficit 
and unbalanced character of the external payments account, especially 
in trade relations with the USA, became chronic. 



2.3. Expansion by means of farm 'surpluses' 

In 1954 the U.S. Congress passed the Agricultural Trade Development 
and Assistance Act (known as Public Law 480). It provided for the sale 
of 'surpluses' of American farm produce to other countries by the Unit- 
ed States in the local currency to a total of £700 million over a period 
of three years. , 

In August 1955 total appropriations for the sale of farm 'surpluses 
under Law 480 had risen to $1.5 billion. In 195G they increased to |3 
billion, and in August 1957 ro S4 billion. 

The proceeds of the sale of farm 'surpluses' were employed by the 
USA to pay its international obligations and war outlays abroad, and 
to buy foreign commodities. Some of them were transferred as loans to 
finance economic measures when they promoted an extension of Ameri- 
can exports in one way or another to the countries concerned. 

In August 1957 changes were made in U.S. financial policy as regards 
the granting of loans to foreign countries and private companies under 
Law 480. The immediate reason was the complaint of American private 
companies that this Law did not provide for loans in foreign currencies 
to firms with investments and interests in the countries with which the 
USA had concluded agreements for the sale of farm surpluses'. The 
governments of these countries usually preferred to lend to local firms, 
passing over American companies. An end was put to that position 
on 13 August 1957 when the Congress passed the Cooley Amendment to 
Law480, which gave the American policy of marketing farm 'surpluses' 
a frankly expansionist character. The Law, as amended, provided 
that loans in foreign currency from the proceeds of sales of farm 'sur- 
pluses' could henceforth only be made to American and foreign private 
firms and not to foreign governments. 

American monopolies thus began to get the chance, through the 
sale of farm produce, not only to get rid of 'surpluses' (they were not in 
fact surpluses at all, given the existence in the USA of a huge army of 
neody, unemployed, etc.), but also to make a sizeable income from it in 
the local currency, which they used to infiltrate the economies of other 
countries. 
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The loans under the Cooley Amendment were advanced through the 
Export-Impart Rank of the USA, which made ihom from the foreign cur- 
rency received from the U.S. government's sale of farm surpluses' 
the American companies spent the money both to win and consolidate 
their positions m the country concerned and to advertise American goods 
there, pushing them on the local market. 

It will be obvious from what we have said that American monopoly 
capital employed the sale of farm 'surpluses' in order to penetrate the 
economies of other countries more deeply, and to open the doors more 
widely for expansion of the capital of American private firms their for- 
eign branches and subsidiaries, and foreign firms controlled bv Ameri- 
can capitalists. 

It was also typical that loans from the proceeds of the sale of 'sur- 
pluses could not. be employed under the Cooley Amendment to produce 
goods intended for export to the USA, or to raise farm produce that 
might compete with American agricultural commodities 

After August 1957 the USA concluded agreements with dozens of 
countries for the sale of her farm 'surpluses'. Some of the loans advanced 
by he Export-Import Bank on the basis of the Cooley Amendment were 
lor terms of six or seven years at 10 per cent per annum. 

In spite of the ostensibly humane character of the sales of farm pro- 
duce, one can distinctly see the main orientation of monopolv capi- 
at ,n this 'aid programme, as in the others, viz., to guarantee an ac- 
tive effect on the economies, and so on the policies of the countries con- 
cerned, through the granting of loans, credits, subsidies, etc. 

2.4. 'Aid' as an instrument of neocolonialism 

As we have already remarked, the policy of foreign economic expansion 
pursued by the United Stales of America in the period after World War 
11 was largely implemented under the banner of rendering economic and 
technical 'aid' to countries emancipated from the voke of colonialism 
inis policy found expression in programmes aimed at their economic 
and not just economic, enslavement by U.S. monopolv capital It 
included in particular, 'aid' under Point Four of the Truman Program 
adopted by Congress, and also U.S. proposals of various kinds made 
at the United Nations either directly by the USA herself or through 
countries dependent on her. These concerned many matter* of the eco- 
nomic development of these countries: viz., land reform and the condition 
oi the peasantry, the state of industry, foreign trade, the infiuenceof 
foreign capital in their economies, etc. 

There was not a single measure relating to U.S. economic relations 
with other countries that was not accompanied with noisv ballyhoo as 
programmes ol economic and technical 'aid' for economicallv under- 
developed countries (they later began to be called developing', vounrr 
liberated, etc.). And that, of course, was not. by chance. 

The main job of all those programmes and proposals was defence of 
the big American monopolies' interests. The U.S. representatives at the 
United .Nations devoted their efforts to seeing that the decisions of 



U.N. bodies could not be employed in any way whatever to damage the 
monopolies' interests. Furthermore, they constantly tried to get it made 
impermissible in these decisions to create conditions in economically 
backward countries that would interfere with the interests of foreign 
capital, even though such a position was deeply contrary to the aims 
and principles of the United Nations as regards economic and social 
co-operation between countries. 

All the American 'aid' programmes for developing countries have an 
inherent aggressive, offensive character, though the forms of neocolo- 
nial policy have undergone certain changes. 

President Truman's declaration of 20 January 1949, at his inaugura- 
tion for a second term, is considered to be the starting point in this re- 
spect. Point Four of his Programme was closely linked with other mea- 
sures of state monopoly interference, and envisaged the pursuit of eco- 
nomic and technical expansion in developing countries. It was con- 
sidered expedient to implement this course in 'co-operation with other 
nations' (the harbinger of 'collective neocolonialism') and "based on the 
concepts of democratic fair-dealing' (in order more easily to justify in- 
terference in internal affairs). 40 Importance was attached to developing 
agriculture and providing guarantees for foreign investors with due al- 
lowance for the interests of the developing countries themselves (or 
rather of business circles of a pro-Western orientation and corrupted 
elements). .Some lime later, in the functional description of the aid' 
programme, Dean Acheson pointed out its subordination primarily to 
American imperialism's military aggressive aims and the tasks of in- 
tensifying social expansion in developing countries, the preservation of 
feudal and semi-feudal vestiges that had outlived their time, or the im- 
position of tarted-up capitalist forms of public affairs. 

The fact that the economic and technical 'aid' granted by the Unit- 
ed States to these countries fully corresponded to the expansionist drive- 
of the big American monopolies explains why its total came to many 
billions of dollars between 1945 and 1955. Around $40.5 billion of the 
total U.S. economic 'aid' granted then went to countries outside 
Europe, mainly in Asia and Latin America. 41 All these funds were allo- 
cated wi th due regard for the situation in one region of the world or an- 
other, and in the countries concerned. In 1953, for example. ,^26»j mil- 
lion were granted as a special appropriation for countries in the Middle 
East and Soulh-East Asia. 42 Their role was specially stressed, moreover, 
in connection with the pressure to impose shackling terms on Iran as 
concerns the oil problem, and also pressure on Pakistan, which was as- 
signed by no means back seat in plans to create aggressive military 
blocs in those regions. 

40 Public Papers of the Presidents of the United States. Barry S. Truman. 
January 1 to December 31, 1949 (U.S. Govt. Printing Office, Washington, D.C., 

19 « Statical Abstract of the United States, 1979 (U.S. Govt. Printing Office, 
Washington, D.C., 1979), p 584. 

12 Commission on Foreign Economic Policy. Report to the President and the 
Congress, January 23, 1954 (U.S. Govt. Printing Office, Washington, D.C., 
1954), p 7. 
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The United Slates' rendering of economic 'aid' lo South Vietnam is 
a typical example of how the imperialists used the part of that country 
in which there was a puppet regime that encouraged foreign expansion 
and strove lo employ 'aid' hy all means for military-strategic aims. The 
mercenary regime then ruling in South Vietnam flung the doors wide 
open to American monopolies. As a result, the 'aid' given to South 
Vietnam was almost wholly military in character. Even when it did 
not go to the army, it was wholly earmarked for building facilities of 
military significance that served the American bases there in one way 
or another. 

According to data published in the foreign press, there were at last 
22 air bases in South Vietnam at the end of the 50s, which were, in fact, 
at the disposal of the American military command. The highways built 
there, on which a sizeable part of the 'aid' was spent, were designed to 
serve the air bases, in particular the 32-kilometre motorway connecting 
former Saigon with Bien-Hoa, which essentially represented a landing 
strip 100 metres wide; its construction was paid for out of American 
credits. 

The USA and other countries, as we know, had no right under the 
Geneva Agreements to build military bases on the territory of Viet- 
nam. The building of the above-said motorway represented the creation 
of a huge landing strip for war planes, especially jets, in evasion of these 
agreements. Here is another example of evasion of the Geneva Agree- 
ments in the practice of American 'aid': in 1957 there was full-scale 
building of a commercial port in Nosab. When the international Com- 
mission for Supervision and Control in Vietnam intended, however, 
to satisfy itself about the character of its construction, it was refused 
access to the spot. The commission connnunicaled in its report of 20 
February 1957 thai it had been informed that it was not possible to in- 
spect this point. 

l! is also widely known thai bridges were built in South Vietnam in 
such a way that they could be used primarily to supply military bases 
and to transport military freights. Special attention was paid to the 
building of bridges on highways on the plateaux, in particular in 
areas adjoining the Cambodian frontiers. Cambodia, as we know, was 
experiencing pressure exerted by the aggressive SEATO military 
grouping in order to force her to renounce her neutral stand in foreign 
affairs, and South Vietnam was being used as one of the means of 
this pressure. 

U.S. practice in rendering 'aid' lo economically less developed coun- 
tries, and the corresponding decisions of U.N. bodies taken under 
U.S. pressure, not only did not yield positive results as regards the eco- 
nomic development of these countries and improvement of the well-be- 
ing of their peoples, but led, on the contrary, to an oven greater predom- 
inance of American capital in their economies, to a heightening of 
their dependence on the United States with all the consequences for 
their peoples stemming from that. This was confirmed by a host of facts 
about economic position of these countries published in the 50s and GOs 
by U.N. agencies, though some of the data only described separate as- 
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ficts of their economies, and did not bring out the reasons for their dif- 
peult position, caused by long colonial dependence and neocolonialist 
exploitation which were intensified under the banner of economic and 
technical 'aid'. 

But it is clear even from those facts that these countries were in a 
particularly hard position, and a state of constant need and poverty, 
with millions of their people on the verge of starvation and death, in 
spite of their huge manpower resources and considerable natural wealth, 
i.e. the presence of the conditions needed for rapid development of their 
economies. The peoples of many of them lacked opportunities of dispos- 
ing of their very rich resources and, because of the long domination of 
foreign capital, could not use them for their own good or carry out pro- 
gressive social and economic reforms. 

Delegates at the Seventh Session of the U.N. General Assembly 
(1952) may remember the speech of the representative of Chile. Citing 
the position of his country's economy, which had been deeply penetrat- 
ed by American capital, and the position of several other countries, he 
drew attention to the fact that the per capita income in developing coun- 
tries (with a total population of over 1.5 billion) did not exceed S200 
a year. He justifiably remarked that the poverty of the peoples of those 
countries was getting even worse and that they were becoming poorer 
than they had been before. The same idea was expressed by the represen- 
tative of Bolivia who cited facts at the session about the pillaging of the 
Bolivian people's wealth by international Big Business, in other words 
by U.S. monopoly capital, which had penetrated deeply into his coun- 
try's economy. 

The report of the U.N. Secretariat on the world social position pub- 
lished in 1952, also contained many facts about tho hard condition in 
which the economically underdeveloped countries found themselves 
It was clear from it (though it cannot be called objective in many re- 
spects) that the proportion of African countries, for example, in world 
population was almost three times as high as their proportion in total 
world income. 

It was not fortuitous, therefore, that broad social circles were more 
and more frequently asking why underdeveloped countries were in such 
a difficult position in spite of their vast natural wealth and manpower 
and why their populations lacked the elementary physical means for 
a human existence in any way fitting. There could be only one answer: 
the reason lay primarily in their colonial past, and also in their politi- 
cal and economic dependence on the major imperialist powers and their 
monopolies. When rendering economic, technical, and military 'aid' 
these powers did not take the interests of the countries to which it was 
I given into account in the least or the interests of theft peoples, and tried 
with all their might to avoid admitting historical responsibility for 
the economic and social backwardness of whole regions. 

Gamal Abdel Nasser, the eminent leader of the national liberation 
movement, said on 20 December 1953: 

The barkers of the so-called Free World ... proclaim to the whole world 

that they are helping small nations in regard to their self-determination and 

choice of governmental regime, and encouraging the development of backward 
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countries. All these phrases are the opium that the 'free world' of the West 
lulls the vigilance of the enslaved nations with. It docs so in order to maintain 
its domination over them, and lo prevent them from starting and developing 
a struggle for their deliverance. The West regards our countries as markets 
for its goods. The imperialists shamelessly pillage our possessions and pay us 
for them with nothing but vague-sounding promises. 43 
The imperialist activity of the United States was cited as an example of 
the most expansionist kind. 

Military 'aid' was sent in increasing amounts to developing countries 
that least of all needed it. The relative weight of U.S. military grants 
to countries in Africa and Asia, for example, increased by 50 per cent 
between 1951 and 1956, while their absolute total more than tripled. 
In the 1957/8 financial year, military 'aid' to countries in the Far East 
and Pacific rose by 43 per cent on the preceding year, and came to 
$893 million, while this 'aid' to countries in the Middle East, Africa, 
and South Asia rose from £393 million to $627 million, or by 60 per 
cent. 44 

In 1958/9 U.S. 'aid' appropriations were around $3,7 billion, of 
which $2.2 billion was earmarked for military 'aid', $800 million for 
implementing the 'mutual security' programmes of the USA's allies, 
arid $700 million for economic 'aid'. Total outlays on military 'aid' 
were thus $3 billion, or more than 80 per cent of the total. 

The so-called economic and technical 'aid' was always closely inter- 
twined with military 'aid'. That was confirmed in his time by Presi- 
dent Truman in his economic report to the Congress in January 1951, 
in which he said that 'there is no water-tight distinction between mili- 
tary assistance and economic assistance'. 45 

The USA kept practically the whole economies of many developing 
countries under her control by means of these funds, ruthlessly exploit- 
ing them, pumping fabulous profits out of them for the kings of Wall 
Street to the detriment of the vital interests of their peoples. American 
monopolies robbed their natural resources, e.g., oil, rubber, tin, copper, 
zinc, manganese and uranium ores, nickel, and other valuable types of 
natural wealth. 

One of the reasons why the overwhelming majority of the popula- 
tion of developing countries was brought to extreme poverty was, as is 
well known, the existence in them of systems of feudal and semi-feu- 
dal landownership and land use. American 'aid' programmes promoted 
retention of these archaic survivals. Most of the land was concentrated 
in the hands of big national landowners or foreign proprietors. The peas- 
ants, on the contrary, had no land or suffered from having too little. 
Such was the position in many countries in Asia, several countries in 
the Middle East, etc. In many of them the greater part of the tilled land 
belonged to big feudal landowners. 



43 G. A. Nasser. Speech of 20 December 1953, Mezhdunarodniye otnosheniya, 
Moscow, 1979, p 14 (retranslated from the Russian). 

44 The New York Times, 20 December 1958. 

48 Public Papers of the Presidents of the United States. Harry S. Truman. 
January 1 to December 31, 1951 (U.S. Govt. Printing Office, Washington, D.C., 
1965), p 36. 
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In Chile, for example, two-thirds of the landed proprietors owned 
roughy 2 per cent of the arable land. In Brazil more than 70 per cent of 
the tilled land was in the hands of 10 per cent of the landed proprietors; 
at the same time half of the landed proprietors owned only 3.5 per cent 
of the tilled land; 10 per cent of the landed proprietors, who had more 
than 70 per cent of the tilled land, owned farms on the average of 
5,250 acres each. 

The United Fruit Company (subsequently United Brands) alone 
ow ned four million acres of land in Central American countries. The hard 
material position of the bulk of the rural population was due either to 
no land at all or a lack of it. The U.N. Economic Commission for Latin 
America (ECLA) established a fall in the per capita production of 
food there. In 1953 it declined by roughly 10 per cent compared with 
prewar. 

Huge tracts of land in developing countries have become the proper- 
ty of foreign, primarily American, monopolies. Land in sugar and hemp 
plantations in the Philippines was bought up by U.S. monopolies. In 
Namibia, which American capital was increasingly infiltrating, capi- 
talist companies and colonists owned at least 40 per cent of the best 
land. 

American oil monopolies, and fruit and other monopolies, got hold 
of huge areas of land in Latin America. The facts are widely known and 
were publicised in the Latin American press and in the speeches of cer- 
tain Latin American politicians and public figures at that time, who 
often called for resistance to the dominating influence of American capi- 
tal and for protection of the national interests of their countries. 

Here are some facts. The Creole Petroleum Corporation, a subsidiary 
of Standard Oil of New Jersey, owned nearly a million hectares of 
land in Venezuela. It can readily be reckoned how many peasants that 
land could have fed if it had belonged to its real owners, the people ot 
Venezuela, and not to the foreign moneybags who had been pillaging 
its national wealth for years. 

British and other monopolies tried to keep up with the American 
ones, but their positions in Latin America had been much weakened 
by the pressure of their stronger Transatlantic rivals. Nevertheless, 
Royal Dutch-Shell owned more than 1.4 million hectares in Venezuela. 

Similar examples can be cited both for other Latin American coun- 
tries and for other areas. 

American monopolies' invasion of the agriculture of 'overseas* 
countries, in particular their buying up of vast tracts of land, more 
and more complicated the already hard lot of the peasantry. The concen- 
ation of land in the hands of big landowners and foreign monopolies 
ated a situation of land hunger among the peasants, for millions of 
whom a plot of land remained an unattainable dream. 

When tho most of the land was in the hands either of local feudal 
magnates or of foreign capital, the income from agriculture, which was 
the main industry of these coun tries, was appropriated by a small group 
of entrepreneurs, while the bulk of the population lived in poverty. 
Constant indebtedness haunted the overwhelming mass of the peasants, 
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making their position even worse, and pulling them into enslaving 
dependence on landlords, money lenders, and foreign capital. 

All that led to the land's being used rapaciously and unproduclive- 
ly. The United Nations Secretariat estimated thai only 20.7 per cent 
of the land was used in Argentina after World War II, 16.7 per cent in 
Mexico, and 23.8 per cent in Algeria. 

The productivity of labour was very low in the agriculture of some 
of these countries. Farming, especially grain-growing and animal hus- 
bandry, remained extensive, and was intended to meet the demand of 
the capitalist market rather than the pressing needs of the population. 

Quite obviously a change had become of paramount importance in 
the existing state of agrarian relations. But positive results could be got 
in this field, and in meeting the needs of the medium and small land- 
holders and landless agricultural labourers (i.e. the bulk of the popula- 
tion), only if the necessary distribution of land were made, and the huge 
tracts that remained unused for various reasons (the backwardness of 
agrarian relations, the age-old colonial and semi-colonial dependence 
of these countries on imperialist powers, elc.) were brought into play 
by the application of modern equipment. American 'aid* maintained 
these problems rather than contributing to their solution. 

Agrarian reforms could have freed the productive forces of many coun- 
tries in the Oriont from the feudal bonds fettering their development 
and provided the peasants with land. That in turn could have provided 
the conditions for speeding up their industrialisation, and for develop- 
ing their own national industry (including heavy industry). Experience 
has shown that when a democratic land reform is carried out the so- 
cial structure of the countryside is altered, the number of the poor is 
reduced, and the peasants are freed from the feudal servitude in which 
they used to be. 

Official U.S. spokesmen and American businessmen often made boast- 
ful statements picturing their country as the initiator of land reforms 
in developing countries, which were actively encouraged by U.S. eco- 
nomic and technical 'aid'. In fact, however, their policy on this mailer 
was calculated not to meet the interests of the peasantry in developing 
countries, but those of their big landed proprietors and the upper level of 
their peasantry, and American monopolies. When it was a matter of 
agrarian transformations that mighl affect the interests of foreign pro- 
prietors, land reform inevitably met with objections from the United 
Slates. 

The U.N. General Assembly, for example, adopted Resolution No. 
1932 (XVIII) in 1963 on measures to encourage land reform, which 
contained a recommendation to governments to carry out 'effective, 
democratic ... land reform'. 46 That recommendation was not carried 
out, however, because of the position of the USA, and no practical steps 
were taken in general to implement it. The Soviet Union, understand- 
ably considering this position abnormal, drew the United Nations' 

18 U. N. General Assembly. Resolutions Adopted by the General Assembly 
during Its Eighteenth Session. 17 September-17 December 1963 (United Nations, 
New York, 1964), p 26. 
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attention to it,pointi»g oiitjhat,^ 

The American monopolists have also ^"K^VZTin ^t 
nite these countries' economies to their aggressive war plans, m Parucu 
far L oX to get strategic raw materials from them (tins will be dealt 

for roads, in which the stakes are very great." Gordon 

twwas waarsss 

small, though not at all compara >le t ho ^ Lo lhe flgures 

^^fSXISSi^ in India ^™J$$^ 
the 50s and early 60s. According to other figures the> totalled ^>U mii_ 
lion. The affiliates of American companies m India v,ere maimy 



*' The New York Tines, 4 May 1952. 
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nected with the production of tyres, juLe articles, chemical products, 
grinding and polishing materials, and oil refining. 

Because of the weakness of the Indian economy, the role that direct 
foreign investments played in it was much greater than their weight 
in her economy. 

The USA lagged far behind Great Britain in volume of private 
investment in India, but she strove, and not unsuccessfully, to move 
into first place. She was helped in this by many of the American ad- 
ministration's measures and in particular by the visit of a special 
American trade mission to India at the beginning of 1959. After visiting 
several of the states in the north, the leader of the mission, Knowles. 
announced the possibility of a considerable increase in investments of 
American capital in various spheres of production, especially in medium 
and light engineering. The mission established with satisfaction that 
there were favourable conditions in India for a growth of American 
investments and called on American businessmen to employ them 
boldly to expand trade with India and increase investments there. 

The dynamics of U.S. direct investments in India lagged consider- 
ably behind that of American 'aid', which rose in particular from 
1955 onward. While India had received U.S. grants and loans to a total 
of $400 million between 1945 and 1955, American 'aid' was moro than 
§4.7 billion in the next decade, so that the total of appropriations for 
India in the first 20 years after the war came to around $5.2 billion. 48 

Relations with India well illustrated this line of U.S. policy, 
which was aimed at forcing countries resorting to American econom- 
ic 'aid' to come back again and again for it. A sure means of 
achieving this aim in many countries was a direction of 'aid' that 
did not encourage development of a national heavy industry and 
consolidation of the countries' economic independence. In granting 'aid' 
to India the USA openly gambled on developing the private sector there. 
According to the Indian Ministry of Finance, the American loan recoivod 
in 1958 was employed as follows: $33 million out of the total §100 
million went to the private sector ($15 million to private companies 
in the mining, textile, sugar, and other industries) and $18 million 
for the purchase of steel by the private sector in the USA. 

Many people in India have remarked that the obtaining of American 
'aid' did not in any way encourage elimination of difficulties, but 
rather the contrary: it multiplied them. That is why it began to be 
more and more common in India to make a more sober appraisal of the 
significance of U.S. 'aid', and to understand that the task of converting 
India into an economically strong state required that its economy not 
be dependent on enslaving American financial scraps that distorted it. 
A conviction also grew that the USSR's assistance to India was really 
disinterested aid that consolidated her independence. The Soviet Union, 
of course, is not only not an opponent of aid for developing countries, 
but, on the contrary, has repeatedly stood up for such aid by industrially 



48 Calculated from Historical Statistics of the United States. Colonial Times 
to 1970, Part 2 (U.S. Govt. Printing Office, Washington, D.G., 1975), pp 873-875. 
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developed states. It was and is a resolute opponent of the use of ^ aid 
in the selfish interests of the powers granting it (which also applies to 

A The^i— is on -aid' concluded by the United States with develop- 
ing countries indicated that the former was imposing conditions on 
Se latter such as led to ever greater imperialist nterf crenc, rtt their 
internal affairs, in particular in the form of observation and control 
over "he way it was used. Like the granting of loans, the rendering of 
economic and technical 'aid' went hand in hand with the imposition 
of numerous American advisers and experts. According to figures 
Published in the American press, there were at least 3 000 such advisers 
and experts in countries receiving technical 'aid' m the midd e of 1954. 
At the end of 1957 there were nearly 5,000 U.S. specialists ; m developing 
countries (according to American figures): 2 060 in the Far hast, 
i 529 in the Middle East and South Asia, and 883 in Latin America.* 

' The American specialists sent to recipient count ries strove to infil- 
trate all levels of the state machinery and lo influence both the dra ting 

implementing of economic development plans and the countr 
policy, not to mention intelligence activity (which did not Jake last 
Si ace) They imposed obligations on underdeveloped countries tb 
Supply them with detailed information about their economies in 
some cases controlled their relations with other countries and, m act 
deprived them of the chance to pursue an independent foreign policy, 
The American specialists in Liberia, in fact, imposed a new bud- 
getary system on her. were engaged in codifying her laws, and so on 
U S experts played an active role in the work of Ihe state machinery 
of the Philippines. Israel, etc. 50 

U S everts made aerial surveys and comp.led maps of important 
areas *lhat had little to do with economic development plans, but were 
needed from the standpoint of possibilities for infiltration by American 
cauilal and long-term exploitation of natural resources. That was some- 
time* ScSowS \f the creation of American concessions and of various 
ki.uh of subsidiaries controlled by U.S. monopolies. Liberia is again 
an example; U.S. firms have penetrated quite deeply into her economy. 
After investigating natural resources and compiling corresponding maps 
ihe Goodyear Tire and Rubber Co. got a new plantation to grow rubber 
Then the U.S.-controlled Liberia Mining Company and a number ot 

others set up branches there. a^wi** 
Brazil is another example. American capital also penetrated deeply 
into her economy in that period. United States Steel and Harbison 
Walker having made studies in connection with technical aid plans, 
eot permission to exploit manganese mines and an ore-dressing plant. 
g In Semala, along with the American fruit-buying monopoly 
which has become a symbol in a sense of imperialist robbery and vio- 
lence against a weak and defenceless country, other American companies 

5 Rockefeller Brothers Fund. Foreign Economic Policy for the Twentieth 
John Day Co., New York, 1934), p 133. 
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tried to expand the sphere of their exploitation of the country's natural 
wealth. Ihe specialists trom the U.S., who poured into this smal 
conn try m the guise of financial 'aid' experts of sorts, were employed 
lor tins purpose. American advisers recommended suitable conditions 
for General Tire and Rubber to set up a branch in Guatemala to pro- 
duce tires and industrial rubber goods. 51 

Our description of the consequences of American Mid' for economi- 
cally underdeveloped countries would be far from complete if it did 
not note another essential aspect of it that apologists for the 'aid' 
programmes skate over for understandable reasons. Considerable sums 
from the appropriations for technical 'aid' were spent on auxiliary 
work of all kinds consultants' fees, experts' fees, etc., rather than 
on building the facilities themselves. A large part of such appropriations 
u e l]°Qff riC !f specialists, and were ultimately received in the 
United States Almost every country receiving American 'aid' was 
well acquainted with the practice, especially those in South-East Asia 
where the press often openly published facts about it. 

Ihe granting of American loans, credits, and 'aid' of various kinds, 
and direct American investments in developing countries, went hand 
in hand as a rule with demands for political, economic, and military 
privileges, which was quite contrary to the principles of the sovereignty 
and national independence of states. 

For example, Henry Bennett, one-time head of the Technical 
cooperation Administration, when characterising Point Four of Ihe 
Truman Program, called its directives an instrument of American 
diplomacy. The description was quite frank. 

Walter Lippmann, the famous observer of the New York Herald 
Tribune ? wrote that Point Four was seen by those it affected as an 
attempt to prolong the old Western imperialism in a new form 52 That 
was also a very interesting admission of what all these 'aid' programmes 
represented. r ° 

^oS^P 1103 ! 0 National Convention of the Democratic Party in 
iyw President Truman quite clearly set out the aims of the 'aid' 
policy, declaring that it was 'good business for us ... it means more 
trade, more markets ... and a better supply of raw materials' 53 

A special committee chaired by Nelson Rockefeller said in its 
report to the President, in reference to one of the main tasks connected 
with carrying out the Truman Program (Point Four), that the USA 
obtained at least /5 per cent of her strategic and short-supply materials 
from the economically backward countries. 

But the frankest expression of the particularly selfish interests pur- 
sued by the United States in connection with Point Four was made by 
Dean Acheson then Secretary of State, who said the USA was not 
moved by philanthropy but had her own practical interest in the 
programme. Ihe point was made crudely, but frankly. 



" Congressional Record, 1957, 103, 124: 10613. 
2 New York Herald Tribune, 5 March 1952. 
63 The New York Times, 27 July 1952. 
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One cannot help agreeing with W.O. Douglas, Associate Justice of 
the U.S. Supreme Court, when he said that 

in areas where a few families own all Ibe wealth, Point 4 assistance enriches 

the owners and does not assist the millions of working people who are living in 

squalor at starvation level. 64 
In one respect this statement calls for amendment, namely that not 
only were the owners in the recipient countries ' enriched \ but also 
first and foremost, and primarily, those who gave the 'aid', i.e. the 
big American billionaire corporations. 

It is also worth noting an admission of the magazine International 
Markets. In its February issue of 1952 it reported that developing coun- 
tries provided the USA with 57 per cent of its imports and took 44 per 
cent of American exports. They were the source of at least 73 per cent 
of U.S. imports of strategic materials in short supply, like tungsten, 
tin, and mica, for which there were no satisfactory domestic substi- 
tutes. 

The granting of American 'aid' was hedged in, of course, by the 
conclusion of agreements on its rendering, sometimes even using the 
name of the United Nations. But that did not alter matters. In con- 
nection with the 'aid' agreement signed with India on 5 January 1952,. 
which contained in particular a point that no part of the American 
money could be spent without the agreement of the U.S. representative, 
the Indian press pointed out that the 'present' was made not without 
trammels, although the latter were in the form of nice strings. 

American monopolists invariably tried, when concluding such agree- 
ments, to impose terms on the developing countries that converted them 
into a field lorded over by American capital. They assessed their atti- 
tude by how far a country's economic development plans were dictated 
from banking centres in New York, Chicago, San Francisco, etc. 

When developing countries displayed a certain firmness and reluc- 
tance to submit to the obligations being imposed on them from outside, 
American monopolies began bawling orders at them, and putting pres- 
sure on them. The relations between the United States>nd the countries 
receiving American 'aid' provide many examples of crude pressure by 
the U.S. government. Such pressure was put on countries in Latin 
America, the Middle East, Asia, the Far East, etc. 

One cannot say that those who received American 'aid' liked such 
U.S. methods. Few of them, however, unfortunately, had sufficient 
determination to proclaim aloud that the enslaving terms being thrust 
on them by the United States were unacceptable. Their ruling circles 
frequently did not pay sufficient attention to the interests of their own 
countries" and accepted such conditions. At the same time the broad 
public of developing countries began more and more to realise as to 
where this path led to and what consequences it was fraught with for 
their national independence and sovereignty. 

It is not surprising that the granting of American economic 'aid' 
began more and more often to misfire. An example is the decision of 
several Arab countries, in particular Iraq. In 1959 the government of 

64 New\\York Herald Tribune, 20 March 1952.J., 
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the Iraqi Republic decided to cancel the operation of throe agreements 
concluded earlier with the USA by the previous, venal government of 
Nun as-baid viz., (1) an agreement on military 'aid' signed in April 
ly.ri by which Iraq undertook a number of dictated obligations in- 
cluding one to take part in the military blocs that the USA and its 
Allies had formed in the aroas of the Middle East; (2) an agreement on 
Iraq s use of American equipment of 5 July 1955, which was an addition 
to the hrst; (d) an agreement on 'economic assistance' imposed on 
Iraq in the guise of acceptance of the Eisenhower Doctrine, whose ex- 
pansionist and aggressive character has already been exposed many 
times . 

The statement of the Ministry of Foreign Affairs of the Iraqi Repub- 
lic ot 2 June 1959 said that the American 'aid' had been granted on 
terms oi Iraq's following American diktat, that its acceptance was in- 
compatible with the country's national sovereigntvand that it represent- 
ed gross interference in the internal affairs of Iraq. 

The statement noted, further, that the political terms these agree- 
ments imposed on Iraq were at variance with the policy tho cr 0 vcm- 
ment of the Iraqi Republic had been pursuing as of 14 July 1958 °a poli- 
cy of positive neutrality, which means abstention from rivalry on the 
international arena and from participation in various blocs. The 'aid* 
offered by the Lnited States, the statement continued, had as its prin- 
cipal aim the attachment of Iraq to the chariot of Western policy which 
was in conflict with Iraq's stand on tho international scene since it 
theTorld 11 m Pendent SUte il Z htin 8 for Progress and peace throughout 

The same statement said that the adoption of the Eisenhower Doc- 
trine signified the support of the West in the cold war, thus creating a 
great danger to Iraq. 

The stand taken by the Iraqi Republic on this issue had wide reper- 
cussions, and had a positive effect on other countries, especially Arab 
ones. Iraqs example undoubtedly encouraged several countries to 
come more and more to a correct estimate of the nature of American 
aiu . 

It is not surprising that, in face of the mounting opposition to the 
expansionist character of her 'aid', the USA undertook to reorganise it 
and began to pay more attention to co-ordinating all the forms of expan- 
sion (movement of capital, trade, and other types of relations), albeit 
within the context of each separate developing country. Alon* with the 
introduction of 'regional programming' of 'aid' in 1959, a imed arose 
for a broader revaluation of the forms and methods of granting it 
The setback in U.S. industrial growth after the 1957-8 crisis, and the 
weakening of the UbA's positions, especially in face of the mounting 
competition of Common Markot countries, had a certain stimulating 
role m this respect. 6 

Allowing for the growth of the socialist community's influence on 
the world stage, U.S. ruling circles paid even more attention to their 
foreign assistance program'. In November 1958, for instance, President 
-Uwignt Eisenhower set up a nine-moraber committee for a 'critical 
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appraisal' of U.S. expenditure abroad on military and economic 'aid'. 
What was needed from the committee, he said, 

is a forthright evaluation of tho extent to which future military assistance can 
... advance United States national security and foreign policy interests. 85 
The U.S. government's unflagging attention to the 'foreign assistance 
program' and its 'critical appraisal' in 1958-9 led to corrections being 
made in American policy in this field. The reasons for the changes were 
the increase in economic aid to developing countries from countries of 
the socialist system, especially from the USSR. In trying to stop the 
decline in U.S. influence in developing countries, which could not be 
effoctcd through military 'aid' alone, the U.S. government came to the 
conclusion that it had to shift the centre of gravity from military to 
economic 'aid', a change that became particularly manifest in the 1960s. 

This line was further strengthened with the coming into office of the 
Kennedy Administration in 1960 (which has already been written 
about in the Soviet economic literature). 66 Continuity with earlier 
programmes was stressed in the foreign aid act of 1961, but at the same 
time emphasis was placed on aid to the private sector in developing 
countries, and on the strengthening of its ties with American monop- 
olies. The role of internal sources of development was enhanced; the 
'fair dealing' directives of the Truman Program, vague in form hut 
aggressive in practice, had grown in the specific circumstances of the 
day into Kennedy's 'assistance bargain' programme. The level of the 
class tasks allotted to 'aid' was raised. In Kennedy's 'time of decision' 
speech there was a note of acute alarm for the fate of capitalism. The 
practice of 'aid' was correspondingly amended. 

Changes were made in the regional distribution of 'aid'. At the 
end of the 1950s the weight of developing countries had begun to in- 
crease, with a diminution of the share of West European countries 
from 69 per cent in 1946-52 to 11 per cent in the mid-60s. 

It can be said, with full justification, that the American monopolies 
were forced to make a certain 'revision' of their 'aid' policy in con- 
nection with their incapacity to secure its proclaimed ends by tho old 
methods, given the final break-up of the colonial system. The prospect 
of completely compromising themselves in tho eyes of the peoples of 
developing countries, and the growth of these countries' equal co-oper- 
ation with tho Soviet Union and other socialist countries terrified 
them. At the same time they consoled themselves with a hope of 
strengthening their economic influence in developing countries. 

The weight of Latin America among developing countries rose 
especially (from 2 per cent in 1946-8 to 22 per cent in the mid-60s), as a 
consequence of the 'Peace for Progress Program', and also that of the 
Middle East and South Asia (6 per cent and 33 per cent respectively). 
Africa's weight rose from less than 1 per cent to between 6 and 8 per cent. 



56 The New York Times, 25 November 1958. 

38 See, for example, V. D. Shchetinin. Evobjutsirja amerikanskogo neokolonia- 
lizma. Kritika teorii i praktiki neokoloniallstskogo ' partnerstva (The Evolution of 
American Neocolonialism. Critique of the Theory and Practice of Neocolonialist 
•Partnership'), Mczhdunarodniye Otmsheniya, Moscow, 1972, pp 29-33. 
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On the whole the geography of 'aid' was such that the relative weight of 
economic interests and the proportion of 'aid' received seldom coincided 
(see Table 6.4). 



Table 6.4 

Geographical Distribution of U.S. 
Economic Interests, 1965 
($ billion) 



Table 6.5 

U.S. Direct Foreign Investments 
in 1936, 1950, 1953 

(S million) 



Region 


Direct 
private 
invest- 
ments 


Ex- 
ports 


Ira- 
ports 


Western hemi- 








sphere 


10.8 


4.2 


4.4 


Asia (without 








•lapan) 


2.9 


3.9 


2.1 


Africa (with- 








out HSA) 


I A 


0.8 


0.7 



Source: Survey of Current Business, 
1966-1907, Vols. 36, 37. Cited 
from Y.D. Shchellnin. Ero- 
iyutsiya arneriknnckogo neoko- 
lonializma (IMO, Moscow, 
1972). p 32. 



In contrast to the distribution 
of economic interests shown in 
Table 6.4 almost two-thirds of the 
'aid' went to Asia and less than 
a quarter to Latin America. The 





1936 


1950 


1 iJ 0 U 


1 Uldl 




I 1 77S 

I I , / t<i 




Latin Ameri- 








can repub- 








lics 


2,803 


4,577 


5,774 


European de- 








pendencies 


170 


4,°0 


593 


Other colo- 








nies and de- 








pendent 








countries 


323 


1,120 


1,635 


Colonies and 








dependent 








countries, 








total 


3,296 


6,127 


8,002 


as a per- 








centage of 








total 


49.3 


52.2 


49.2 



Source; Survey 0/ Current Business, 
1952, 32, 12: 8; Idem, 1951, 
34, 11: ii; Idem, 1981, 61, 

2: r,o. 



comparison once more indicates the importance of other interests, 
especially military and political ones, for U.S. ruling circles. 

It was typical, however, that the 'review' of U.S. 'aid' policy in 
the 60s did not mean a lowering of the proportion of military 'aid' to 
foreign countries, though the proportion of economic 'aid' in the total 
increased, which once more indicated that the propaganda spread by 
official circles in connection with these programmes had nothing in 
common with the aims and principles of the U.N. Charter. The 'aid' 
policy pursued not only did not promote development of the young 
states but, on the contrary, was designed to keep them economically 
backward, enslaved by American monopoly capital, and to adapt 
American corporations to the changing conditions in them. 

It is indicative that the main recipients of American 'aid' at the 
end of the period surveyed in this chapter (i.e. to the mid-60s) were 
Argentina, Brazil, Colombia, Egypt, Guiana, India, Indonesia, Iran, 
Israel, Mexico, Pakistan, the Philippines, South Korea, South Vietnam, 
Turkey, and the Taiwan regime. The level of its concentration rose 
considerably— more than three-quarters went to eight countries. 
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Countries of various orientations were among the main recipients 
of this 'aid'. That should not be taken, however, as a sign of U.S. 
'tolerance' in regard to different political courses, but rather that the 
USA was striving, with her reconstruction of her system of giving 
'aid', to find direct or indirect allies in the most varied countries who 
could be useful within the context of the social and economic expansion 
being carried out by U.S. monopolies. 

A new characteristic feature of the sectoral distribution of economic 
'aid' was an increase in attention to agriculture, systems of general 
education and training of personnel, and so-called family planning 
(i.e. birth control, which was said to be more important that the carry- 
ing out of social and economic reforms). 

The mouthpieces of the U.S. monopolies' expansionist policy- 
bourgeois economists and historians, not to mention official American 
circles — dealing with 'aid' to developing countries often claim that the 
backwardness of their economic development is due to the weakness of 
their private sector and their lack of foreign capital. What have they 
not done to prove the 'benefits' that the development of capitalist 
production and the infiltration of American capital into their economies 
holds out for these countries! All the high-flown publicity of American 
business was employed to laud the 'good' that dollar imperialism would 
bring developing countries. By investing capital in their economies 
American monopolies got hold of important oconomic levers by which 
they brought these countries under their control, ruthlessly exploited 
them, pillaged their mineral resources, and distorted their economic 
development, adapting it to the noods of tho militarised economy of the 
USA. 

The untenability of American plans to subordinate the peoples and 
countries of Asia, Africa, and Latin America completely to U.S. inter- 
ests was nevertheless already showing in the first decades after the war. 
The modernised system of U.S. neocolonialist policy was meant to help 
developing countries to 'grow' organically into the system of the world 
capitalist economy as a dependent, oppressed periphery under the de- 
cisive control of American capital, but subsequent events (as will be 
shown in what follows) upset these calculations of the Washington 
strategists. 

§3. The growth of American capital exports in the 
first postwar decades 

The growth of U.S. monopoly capital's expansionist pretensions, and 
the government's active support considerably broadened the positions 
for American foreign investment. In particular, the USA was constantly 
trying to instil the idea in developing countries of the exceptional benefit 

of foreign capital. 

The figures cited in the American press indicate the steady growth 
of U.S. direct investments in those countries in the early postwar years 
(see Table 6.5). 
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The data in the Table are interesting because they show not only 
a substantial increase in the grand total of direct American invest- 
ments in developing countries, but also their steeper growth in the 
colonies of European powers. That circumstance is evidence that the 
expansion of U.S. capital in the form of direct investments undermined 
the positions of the other major capitalist powers in developing countries 
and colonies, above all of Great Britain, which could not help intensi- 
fying the antagonisms between these powers on the one hand and the 
USA on the other. 

When one turns to the dynamics of U.S. direct private investments 
in the 50s and early 60s, one is struck by the[marked fall in the relative 
weight of developing countries in the geographical spread of American 
capital's foreign investments, as well as by their considerable growth 
in absolute terms (see Table 6.0). 

Conflicting views have been expressed in the USA on the extent to 
which the country was really interested in foreign markets and 
correspondingly in the export of capital. 

Table 6.6 



Movement of U.S. Direct Private 
Investments, 1936-1905 
(S billion) 





1930 


1950 


1955 


1960 


1965 


All foreign invest- 
ments 


G.7 


11.8 


19.4 


31.9 


49.5 


in developed capi- 
talist countries 


3.2 


5.7 


10.7 


19.3 


32.3 


in developing coun- 
tries 


3.5 


5.7 


8.0 


11.1 


15.2 


Developing countries 
as a percentage of 
the total 


52.2 


48.3 


41.2 


34.8 


30.7 



Sources; calculated from Historical Statistics of the United 
Slates. Colonial Times to 1970. Part 2. pp 870-871; 
Statistical Abstract of the United States, 1972, 
p 767. 



A former worker in the American foreign political service, Jacob 
Kaplan, formulated the nihilistic attitude to the external market com- 
mon then, as follows: 

U.S. ... domestic wealth and welfare are not critically dependent on the outside 
world. The loss or gain of a market or a source of supply or a change in the 
terms of trade is marginal in importance to the welfare of the country as a 
whole. 87 



67 Jacob J. Kaplan. The Challenge of Foreign Aid, Policies, Problems, and 
Possibilities (Praeger Publishers, New York, 1967), pp 7-8. 
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These words (as is clear from the Introduction of Kaplan's book) 
reflected a view that was common among professional politicians who 
were disturbed by the many miscalculations and fiascos of U.S. 'eco- 
nomic diplomacy'. A similar approach is to be found in several other 
works. 58 

The mounting opposition to the monopolistic course of U.S. foreign 
policy that was manifested in public moods within the country played 
its role, of course. As we remarked in Chapter 1 it was primarily the 
broad working masses and some of the capitalist class that did not have 
enough strength to enter the world market independently that had to- 
pay for the monopolies' expansionist policy. 

The tone was ultimately set, however, not by such moods but by 
the advocates of another approach that reflected the interests of the 
U.S. 'supermonopolies'. 'We are too rich, too powerful, and too impor- 
tant in the life of the world to be able to stand safely aside,' said Eugene 
V. Rostow, Under Secretary for Political Affairs, 59 calling for a constant 
intensification of the struggle to extend American positions in the world, 
even at the expense of 'partner'-rivals, without wailing for 'other 
times'. The giant monopolies were seriously disquieted by the rapid 
growth and further foreign political expansion of the EEC countries, 
and growing competition from Japan and West Germany. 

U.S. monopoly capital was straining not only to preserve the rales 
of investment in the economies of other countries but to increase them. 
The statement made in October 1957 by the Vice-President, Richard 
Nixon, later President of the USA, that 'American private investment 
abroad should be doubled or tripled in the next decade' was typical in 
this respect. 60 In all fairness we must note here that the United Slates 
coped with that task in 13 years; by the end of 1970 (i.e. when President 
Nixon declared the need, in accordance with his doctrine of diminishing 
involvement, and partnership, to expand and stimulate export, of 
private capital from the USA), the total of American direct foreign 
investments was more than $75 billion. 

The growth of U.S. foreign investments was accompanied with ever 
more sweeping demands by the United States on the countries whose 
economy was being infiltrated by American capital. 

These demands extended right up to direct diplomatic interference 
by the U.S. government when a threat arose to the interests of American 
investors. The matter of economic conditions also had a big place in 
them. In 1954 the so-called Randall Commission, which prepared rec- 
ommendations for the Congress and government, paid special attention 
to the point that the measures of countries limiting opportunities for 
American capital, in particular as regards prices, should entail limi- 
tations on the investment of capital, since they reduced U.S. business 
circles' profits from foreign investments. 

58 See Eugene R. Black. The Diplomacy of Economic Development (Harvard U.P., 
Cambridge, Mass., 1960); David Baldwin. Foreign Aid and American Foreign 
Policy. A Documentary Analysis (Praeger Publishers, New York, 1966). 

69 The Department of State Bulletin, 1967, 56, 1458: 256. 

80 The Wall Street Journal, 18 October 1957. 
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The Commission wrote: 

Countries desiring to attract capital must provide a secure legal status for 
private capital and enterprise, domestic as well as foreign. United States in- 
vestors can hardly be expected to venture into countries and fields which local 
capital and enterprise consider unattractive or insecure. On the other hand, 
United States investors will venture into areas of political and economic sta- 
bility which provide fair and equitable treatment and with it an opportunity 
for reasonable profit and assurance of remitting earnings. 61 
The remark about 'local capital' was clearly thrown in as a blind; 
the Commission's statement was in fact an ultimatum to countries 
that were serving as a sphere for the application of American 
-capital. 

At the same time the Commission made several recommendations 
about the domestic legislation of the USA which envisaged concessions 
for capital invested abroad: viz., 'a reduction in the corporate tax rate 
by at least 14 percentage points on income from investment abroad' 62 
in regions not considered wholly reliable for American capital; repeal 
of U.S. laws in any way tying down American investors in their oper- 
ations abroad. In addition, the Commission raised the question of more 
reliable guarantees by the government against 'the risks of war, revolu- 
tion, and insurrection', 83 obviously allowing for American monopolies' 
-experience since World War II, in particular in Central and South- 
Eastern Europe. 

The Commission, when surveying the outlook for American invest- 
ments abroad, and demonstrating in every way the need to promote 
private investment, frankly declared that such encouragement 'provides 
•additional markets for United States exports'. 64 That confession tore 
the veil from all the postwar programmes of tho foreign expansion of 
American capital. 

The facts cited in Table 6.7 show that priority was given in U.S. 
postwar economic expansion to investment in the economies of devel- 
oped Western countries and consolidation of the positions of the leader 
of tho capitalist world. Analysis of the geographic and sectoral distri- 
bution of these investments indicates that the main sphere of the appli- 
cation of American private capital was Canada, which the U.S. monopo- 
lies regarded as a 'natural extension of the home market'. A not unim- 
portant stimulus for the growing expansion into Canada was also the 
possibility of exporting the output of Canadian subsidiaries of American 
corporations to other Commonwealth countries, exploiting the benefits of 
the system of Imperial Preference. In the period 1950-65 direct 
U.S. investments in the Canadian economy increased by a factor of 
more than four, and came to .$15.3 billion (45 per cent in manufacturing 
industry; 33 per cent in banking, commerce, and insurance, and facilities 
of the infrastructure; and 22 per cent in the oil industry). 



61 Commission on Foreign Economic Policy. Report to the President and the 
Congress, January 23, 1954 (U.S. Govt. Printing Office, Washington, D.C., 1954), 

82 Ibid., p 19. 
43 Ibid., p 23. 
ei Ibid., p 25. 
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The facts about U.S. investment in Western Europe offer special 
interest. As we see they grew continuously and increased by a factor of 
eight in the period under review, reaching nearly $14 billion in 1965. 
There was a marked increase in American investments in the manufac- 
turing industries of these countries, especially in Belgium, France, 
Britain, the FRG and Italy. Manufacturing accounted for 54 per cent of 
all U.S. direct investments in Western Europe in 1965. Around 20 per 
cent of this was in plants of the chemical and automobile industries, 
and mechanical engineering. 65 Around a quarter of U.S. direct invest- 
ments in West European countries in the mid-60s was placed in 
oil refining, working on supplies from the Middle East and North 
Africa. 

Table 6.7 



Sectoral Structure of U.S. Direct Private Investments 
in Developed Capitalist Countries, 1950-1965 

($ million) 



Areas and Industries 


1950 


1955 


10G0 


1965 


Developed capitalist coun- 








32,313 


tries* 


5,696 


10,686 


19,319 


Petroleum 


981 


2,488 


4,926 


7,721 


Manufacturing 


2,984 


5,151 


9,323 


15,939 


Other 


1,731 


3,047 


5,070 


8,653 


Canada 


3,579 


6,761 


11,179 


15,319 


Petroleum 


418 


1,381 


2,664 


3,356 


Manufacturing 


1,897 


3,093 


4,827 


6,872 


Other 


1,264 


2,287 


3,688 


5,090 


Western Europe 


1.733 


3,002 


6,691 


13,985 


Petroleum 


426 


762 


1,763 


5,090 


Manufacturing 


932 


1,685 


3,804 


7,606 


Other 


374 


555 


1.124 


2,951 



* Not counting international investments. 

Source: Survey o< Current Business, 1981, 61, 2: 50-51. 



As for the position of U.S. investments by countries, 58 per cent of 
the total in Europe was concentrated in Great Britain, while 34 per cent 
fell to the share of six countries (Belgium, France, Italy, Luxemburg, 
the Netherlands, and West Germany). The proportion was maintained 
right until the mid-50s. Later, especially after the signing of the Treaty 
of Rome on the formation of the European Economic Community 
(EEC) in 1957, Great Britain's share in American investments began to 
show a decline. The formation of the EEC provided an incentive 
for American investors to move actively into the economies of the 



83 The Times, 23 April 1959. 
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Six, especially into manufacturing. (1) 1 1 was expected that the inte- 
gration measures within the EEC would encourage economic growth of 
its members. (2) The opportunity of duty-free trade within the Com- 
munity instigated American investors to broaden their positions in 
those countries of Continental Europe, and not in the United Kingdom. 
And one must add that the market of the Six had still not been ade- 
quately 'developed' in the mid-50s, by U.S. monopoly capital. 

Table 6.8 



Average Annual Rates of Growth of U.S. Direct 
Investment in West European Manufacturing 

(per cent) 



Period 


Total for 


United 


EIi(. 


Other 


Ihe region 


Kingdom 


(the Six) 


countries 


Before forma- 










tion of the 










EEC (1950-58) 


13.0 


12.2 


15.0 


8.7 


After formation 










of Ihe EEC 










1958-1963 


17.9 


15.0 


21.1 


20.6 


1958-1968 


16.0 


11.8 


18.7 


25.6 


Source: Survey 


Vf Current 


Bus iness, 


1981, 61, 


2: ift. 



At the turn to the 60s there was a marked demarcation between the 
EEC zone and Great Britain and several other countries (especially the 
members of the European Free Trade Association) in the sphere of U.S. 
economic interests in Western Europe. That was by no means fortuitous. 
At the end of the 50s Ihe United Slates had adopted a course of infil- 
trating the closed EEC grouping, guided by political, military, and stra- 
tegic considerations, as well as economic onos. It is not out of place to 
cite the opinion of Lhc French economists Goux and Landeau here, who 
claimed that 

since the start of the Common Market only 50 per cent of the investments made 
by American concerns were due to the search for profit and Ihe other 50 per cent 
for extremely varied motives. 60 

Among the reasons for the postwar reorientation of the flow of 
American private capital on 'old' industrial countries, it is important 
to distinguish the structural shifts in the economies of West European 
countries occurring through the impact of the scientific and technological 
revolution. The patterns of scientific and technical advance proliferated 
by the power of the U.S. economy were exploited intensively by Ameri- 
can monopolies in their drive to secure leadership in the markets of 
Western Europe, and in those industries in which the conditions of the 
scientific and technical revolution brought into being new fields for 
the profitable placing of capital. 



68 Christian Goux, Jean-Francois Landeau. Le peril americain. Le capital 
americain a Velranger (Calinann-Levy, Paris, 1971) pp 47-48. 
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At the same time the growth of U.S. direct investment in Urn in- 
dustrial capitalist countries was directly linked with the break-up 
of imperialism's colonial system and the upsurge of the national liber- 
ation movement, which were taking place in conditions of a deepening 
of the general crisis of capitalism. 

On the one hand American investors were striving to avoid the 
risks connected with changes in the domestic political situation in 
countries where their capital was invested. On the other hand the govern- 
ment of the USA was giving an increasingly important role to private 
capital in the economic subordination of developing countries. It 
was constantly calling on American businessmen to root themselves 
actively in their economies, to set up industrial and commercial enter- 
prises in them, and to make deals with local business circles, opening 
credits for them to buy industrial equipment. 

The fact that views in favour of a government policy of growth in I he 
system of anfi-cvclic measures predominated in Washington also had 
a determinant role. There was the idea, for example, that a policy of 
industrialising developing countries could, if used rationally, become 
a new factor in the capitalist cycle that had not, existed before, which 
could intensify industrial growth in the developed capitalist countries. 
It could also create significant additional demand tor output ot the 
heavy industry of developed countries. It is not surprising that the 
measures in the guise of an extension of 'aid' to foreign countries rec- 
ommended to the Kennedy Administration by Paul Samuelson were 
put to the fore in the 'first line of defence' against a crisis by the Wash- 
ington Administration. tT 0 . 

The data in Table 6.9 show that between 1950 and 1965 U.S. direct 
investments in developing countries rose steadily on the average by 
7 per cent per annum and increased by more than 150 per cent during 
that period. In the early 50s the bulk of these investments (/8 per cent) 
was concentrated in Latin America, while countries in Asia and Africa 
account ed for a little more than 20 per cent of the investments of Americ- 
an companies in developing countries. At the end ot the period Latin 
America retained its position as the main field of investment of American 
private capital (72 per cent), but the proportion of Afro-Asian countries 
in the total of U.S. direct investments in the developing world was 

already 28 per cent. 

That around half of U.S. direct investments (4/ per cent) in 1950 
fell under the item 'Other' in which American statistics lump together 
commerce, banking, insurance, transport, etc., also deserves attention. 
This was particularly clear in Latin America, where 54 per cent ot 
U S direct investment was concentrated in those sectors, while petrole- 
um and manufacturing accounted for 28 per cent and 17 per cent re- 
spectively As for the data on Asian and African countries, they 
graphically display a predominant orientation of American investment 
in the oil industry (in 1950, 75 per cent of all the direct U S invest- 
ments in them). This orientation was maintained through 1950-o5. In 
1965 the total of American direct private investments in the oil industry 
of Afro-Asian countries reached $2.9 billion (68 per cent of the invest- 
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Table 6M 



Structure of U.S. Direct Private investments 
in Developing Countries. 1950-1965 
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Note: the ligures for tbe regions do not take into account 
international investments not given a breakdown by 
countries. 

Source: compiled from Survey or Current Hu sin ess, 19fil, 
61, 2: 50-51. 



men! in them), which more or less fully corresponded to the similar 
U.S. investments in Latin American countries. 

In the period considered there was a certain growth of U.S. invest- 
ments in the manufacturing industry of developing countries and ter- 
ritories (from $800 million in 1950 to $3.4 billion in 1965), the biggest 
growth occurring at the end of the 50s and in the first half of the 60s. 
The proportion of American companies' investments in manufacturing 
in Latin America increased from 17 per cent of all direct U.S. invest- 
ments in the region to 27 per cent. The main countries in which they 
were made were Argentina, Brazil, Mexico, and Venezuela. The growth 
of U.S. investments in manufacturing was lower in Asian and African 
countries (from 6 per cent to 11 per cent); 90 per cent was concentrated 
in India, Indonesia, and the Philippines. But starting with the 60s 
there began to be a gradual increase in the total of U.S. investments 
in Hong Kong, Singapore, South Korea, and Taiwan. 67 



67 Survey of Current Business, 1981, 61. 2:54. 
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We can thus state that the sectoral distribution of U.b. direct 
Lvate investments in developing countries had a clearly expressed 
G onial structure in the first decades after the war. American corpora- 
tions' predominant placing of their investments in the «*" 
of the economies of developing countries is a true indicator of n«o iop- 
o istic expansion in countries where main sources ofjraw materials, 
above all oil, are located, and refutes the myth spread in the USA that 
her economic ties with developing countries bring closer a woild 
economic order in which all nations will be strong partners . ^ ithei 
naore, the facts show that U.S. monopolies strengthened the raw mat nal 
orientation of their investments in developing countries beUeen UbU 
and 1965, so that relative weight of the extractive industries (oil and 
mining) and steel smelling rose from 51 to 57 per cent m the grand 
total of American investments in them.- As for such an economically 
and strategically important area as the Middle East, 94 per cent of 
U S direct investment there went into the oil industry. 

' The fact that the change in the terms of 'aid converted the iunds 
granted to foreign states more and more info 'ordinary , traditional 
Sxport of capital also promoted a growth of capital exports. Loans 
were increasingly substituted for subsidies and grants. In the second 
half of the 1950s loans constituted two-fifths of American economic 
'aid' on a bilateral basis, and already three-fifths .n the first half of 
the 60s An opposite trend was noticed in regard to subsidies: 81 per cent 
n 1956; 64 per cent in 1960; and 43 per cent in 196,. The proportion 
of subsidies in 'aid' to countries in the \liddlc East and South ^Asia 
declined especially (77.53 per cent and 2/ per ce'.l respecli vel>-). it 
proved to be more slable for East Asia (95 per cent in 1956-60 and 83 o 
85 per cent in 1961-5). As for Africa, the weight of subsidies soared in 
connection with the rapid growth in the number of independent coun- 
tries and constituted nearly four-fifths, but soon fell steeply. 

The terms for paving off loans also altered. After 1954 loans tliat 
could be paid off in the local currency ("soft loans') were actively made 
u«e of The 1954 law on mutual security permitted the granting oi 
loans repayable in an inconvertible currency, and the sale of "surpluses 
for the same currency. Then Public Law 480 was adopted see 2.3 above). 
The Development Loan Fund created in 1957 granted up to three- 
quarters of all 'aid' in the form of 'soft loans'. This was a powerful 
means of American expansion against both the national defence of 
countries receiving "aid' and the USA's rivals. Accumulations m the 
local currency, it is true, sometimes proved difficult to realise m spate 
of (he Coolev Amendment, which permitted the granting of loans from 
them to private firms operating in the local market. 

From the beginning of the 60s the USA began to demand reimburse- 
ment of an ever bigger part of 'aid' in dollars including aid under 
Public Law 480. The terms for repaying funds received as aid ny 
foreign countries were also tightened. 

«8 Economic Report of the President Transmitted to the Congress, January 1965 
(U.S. Govt. Printing Office, Washington, D.C., 1965), p U - 

« Calculated from Survey of Current Business for the respective >ears. 
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The U.S. government attached great importance as well to stimu- 
lating such a means of commercial and economic expansion as private 
export credits. At the same time the operations of the Export-Import 
Bank of the USA, which played a certain role in developing expan- 
sion, above all in developing countries, were extended. 

Over the first 20 years after the war the total of the credits opened 
by the Export-Import Bank was more than $7.9 billion. 70 

The expansionist character of American 'aid' increased all the time 
in the 50s and 60s, reflecting the aggressiveness of U.S. slate monopoly 
capitalism, a line that continued subsequently, reaching its apogee in 
the foreign economic activity of the Reagan Administration. 

Thus, if we take U.S. monopolies' operations in the sphere of capital 
export as a whole, they developed an active offensive in the postwar 
years (according to the evidence of the American press), in which atten- 
tion was mainly paid to the export of private American capital. The 
chief aim of the offensive was to get an ever tighter dollar grip on the 
economies of those developing countries where American monopoly 
capital already had a decisive influence and also in countries, where its 
influence had previously not been very strong. This aim was closely 
intertwined with the American monopolies' drive to win in competition 
with the monopolies of the other major capitalist count ries, which they 
had driven back considerably, especially after World War 11, but 
which still played a significant role in the export of capital and inter- 
national economic affairs iii general. 

International monopoly capital's penetration of a country, whether 
industrially developed or developing (including that of American 
capital), leads to a foreign body developing in its economy that is 
reluctant to submit to its national laws. While this capital's operations 
ostensibly lead to growth of the country's industrial production, they 
in fact jeopardise the economic and political independence of the country 
that has allowed foreign monopolies to lord it over its economy. 

On the other hand, when American monopoly capital is injected into 
the economies of the highly developed countries of Western Europe, it 
strives to smash its competitors. It is quite well known that American 
monopolies, when investing in the economies of other countries, as 
a rule declared their intention 'to defend the interests' of American 
private investors abroad, and tried to represent the actions of any state 
aimed at achieving economic independence as little more than 'robbery'. 
That is why demands are increased on the U.S. government by the 
American monopolies that have exported capital abroad to try and 
create 'a better, favourable climate' abroad for American capital. 

In these monopolies' view the main 'problems' said to prevent the 
creation of such a climate were the following: (1) the right of govern- 
ments to nationalise foreign property on their territory; (2) their right 
to promulgate laws that were 'discriminatory' (in the language of 
American business), though their whole sense was not to permit any 

70 Agency for International Development. U.S. Overseas Loans, and Grants and 
Assistance from International Organizations, July 1, 1945-June 30, 1973 (U.S. 
Govl. Printing Office, Washington, D.C., 1974), p 6. 
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industry or source of raw materials, without which it is impossible to 
develop and consolidate Hie national economy, to become wholly subor- 
dinated to foreign, and especially American capital. 

In other words, the USA in essence tells countries that are the ob- 
ects of dollar expansion that they have no right either to prevent infil- 
tration of their economies by American capital or to put an end lo its 
domination in any sphere of them. 

§4. Export of capital as a means of winning 
new markets and sources of raw materials 
and energy 

One of the main objectives that U.S. ruling circles have always set 
themselves, when exporting capital, has been to establish their control 
over the richest sources of the most important types of raw materials 
abroad. For that purpose they have widely employed such levers pi 
expansion as the Export-Import Bank of Washington, Lend-Lease, and 
trade agreements (by which dozens of countries have been obliged to 
deliver "strategic materials to the United States, most of which were 
intended to build up huge stockpiles for the future). 

The drive t o <n-ab the main world sources of the most import ant 
strategic materials was 'justified' over a long period by references to the 
limited opportunities of increasing their extraction m the United Mates 
itself Though that was casually mentioned m the USA before World 
War 11 American politicians and business spokesmen used this tticsis 
more and more often during the war, and especially after if, when he 
annual Budget was being considered that provided for appropriations 
for armaments and the war industry. They intimidated the American 
taxpayer in every way, moreover, claiming that the serves ot many 
raw materials in the United Stales were exhausted, and that unless 
steps were taken to stockpile some of them, she would be in a critical 

POS Th°e n conclusions of the Paley Commission set up by the President 
in January 1951 are typical in this respect (its job was to draft recom- 
mendations on steps that would facilitate overcoming of the lack ot aw 
materials over a long period). The Commission, drawing on the r ata 
available in 1951, came to the conclusion that if steps were not taken 
Z Increase raw material stockpiles, the USA would be faced with a 
serious shortage of them in 1975. From that it drew the fur her conclusion 
that it. was Necessary' to get possession of sources in other co«intr m. 
Real problems that acquired a global character in the /0s and 80s were 
exploited by the monopolies to justify their expansion. 

4s for the ideas of the inevitability of a shortage of raw materials 
that acquired wide circulation in capitalist countries where MWJ 
defended by eminent statesmen (including Winston Churchill and the 
former U.S Secretary of State Dean Acheson), the British Royal Insti- 
tute of International Affairs wrote: 

The trhost of Malthas reappears almost every decade lo warn the world that its 
population i= increasing faster Ulan the supplies of food.' 

World Production of Raw Materials (Royal Institute of International Affairs, 
Loudon, 1953), p 1. 
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In reference to the postwar period, the matter was, in these experts' 
words, (hat world manufacturing capacity is outstripping the supply 
of raw materials'.^ They had, moreover, to recognise the adverse effect 
of militarisation, and in particular the outbreak of war in Korea in 

The Royal Institute made an important admission that one cannot 
help agreeing with. The appearance of '(he ghost of Malthus' usually 
coincides with periods of intensification of the arras race or with direct 
U.b aggression in relation to other countries, as happened in 1950 

n*r* .1 ? °L thiS corice P tion ' whose political significance is 

peifeclly obvious either did not mention, or glossed over the impor- 
tance of two vital circumstances that tore their arguments to shreds. 

) They kept quiet (for understandable reasons) about the fact that 
the steep increase m the postwar consumption of certain raw materials, 
especially in the USA, had been artificially created by the arms race. 

Sta^iSu #♦* advanC ^ ] n ******* were being accompanied with a 
peilecting of the means of extracting raw materials and of the character 

ffSS^S^t COnfimed mMy timGS ' N#^ta% ^ the 
Grabbing of the capitalist world's main sources of raw materials 
became a most important factor in U.S. foreign policy. The search for 
means of infiltrating areas rich in strategic materials occupied both the 
governmental machinery and the big U.S. corporations and companies. 

A striking illustration of how far this policy had a predatory, ex- 
pansionist character is given by the recommendations of the Randall 
Commission formed in 1953, which included big industrialists and 
members of Congress. The Commission recommended attracting Ameri- 
can private capital much more boldly than before, and on a much broader 
scale so as to get possession of sources of strategic materials in other 
countries, and cited in justification of this imperialist programme of 
robbery considerations like the cheapness of mining abroad, the desire 
to conserve U.S. reserves, and so on. 7a Its report said: 

tr, trl?° tiVe f^tnbttiion which the United States Government can make 
thp fiL I f P ° . hC ***** ***** oi raw materials in which we and 
the free nations generally are deficient, is to follow policies favorable tow-ird 
private investment abroad ... and advocate among J^]S!m^t^SSt 
ciples and practices hospitable to foreign investors ™ a^uence to pnn- 

Amencan imperialism has demonstrated by its operations that it 
will stop at nothing m its drive to achieve its egoistic, hegemonistic 
aims. 

4.1. American capital's fight for oil 

The United States has striven above all to get its hands on the richest 
oilfields in the Middle East and Latin America, and in several other 
areas of the world. That trend of expansion was largely determined by 



72 World Production of Raw Materials, p. 1 

am^SSm'Sl mt en Economic Policy ' Report t0 * ***** «" *■ 
74 Ibid., p 40. 
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the role that oil had begun to play in the peace and the war economy. 
The struggle for sources of petroleum gave fresh impetus to acute im- 
perialist contradictions stemming from the period before World War T. 

The main rivals in the fight for oil after World War I were the 
United States of America and Great Britain. The temporary elimination 
of Germany as a serious competitor led to a marked sharpening of inter- 
imperialist rivalry. 

The U.S. efforts to grab sources of raw materials abroad were most 
clearly manifested in American monopoly capital's drive to get pos- 
session of the main sources of oil in the capitalist world. The USA had 
already taken the road of active struggle for them in 1920. 

After the defeat of Hitler Germany and militarist Japan in World 
War II, and their temporary elimination as rivals of the USA and Great 
Britain, the struggle for markets, sources of raw materials, and spheres 
of influence between American and British capital continued, with an 
even greater superiority on the side of the USA than in the 20s and 30s. 
The United States' seizure of sources of raw materials was accompanied 
with a further ousting of Great Britain from those areas of the world 
where British capital used to play the main role. After World War II 
the winning of sources of raw materials corresponded more than ever 
before to the military-strategic aims of the USA as Ihe leading power of 
the aggressive NATO bloc. 

The most typical expression of that policy was the U.S. government's 
direct involvement in the development and carrying out of plans to 
secure sources of oil abroad. Tt tried setting up a special governmental 
agency (the United States Corporation) to co-operate with the oil 
companies in search for and extraction of petroleum abroad. Although 
the plan to found this agency was not carried out, since the monopolies 
wanted to keep the whole business in their own hands, the government's 
efforts to get possession of sources of oil continued. Official American 
circles unfailingly encouraged the companies, which were sending 
thousands of exploration and drilling specialists to countries that had. 
oil reserves, and investing millions of dollars in these operations. 

The steep increase in the postwar foreign expansion of U.S. oil 
companies also had sound economic reasons connected with the struc- 
tural reorganisation of the consumption of fuel and energy resources in 
the USA herself that had begun before WmM War II. The turn toward 
greater consumption of oil and gas had been predominantly based on 
the development of national oilfields. But, as was said in justification 

of foreign expansion, 

this selfsufficiency gradually eroded during the postwar period as foreign sources 
offered petroleum at prices below domestic prices and our [American— 
A.A.G.] domestic energy production failed to keep pace with our rising energy 
consumption. 75 

From the turn into the 50s the American economy was more and 
more orientated on active exploitation of the international resource 
base, and the main instrument of that exploitation was the oil com- 



76 International Economic Report of the President T ransmitted to the Congress, 
February 1974 (U.S. Govt. Printing Office, Washington, D.C., 1974), p 44. 
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panics of the USA. Comparison of the mean annual rates of growth of 
the extraction and consumption of oil and oil products in the USA in 
the period after World War II (2.1 and 4.1 per cent respectively) 78 
is very indicative in (his respect. 

An idea of the American monopolies' active penetration of the oil 
industry can be got from the fact that at the beginning of World War II 
heir share m the form of direct investments of capital in the oil indus- 
try of oilier counlries alone was already 18 per cent of (he total of 0 S 
direct investments abroad. In 1946 this proportion was already 26 per 
cent, and at the beginning of 1954 30.2 per cent. Five major American 
oil companies, moreover, held 98 per cent of all the foreign investment 
iii the oil industry: viz., the Standard Oil Co. of New Jersey, the Gulf 
Oil Corporation Texas Oil, the Standard Oil Co. of California, and 
Socony Vacuum Oil." 

Oil's role as one of the most important strategic materials explains 
the feverish efforts made by American monopolies to get hold of I he 
maximum possible number of the world's oil sources. It is very indic- 
ative in that connection that the oil industry is one of the few industries 
in which American monopolies have not been afraid to invest a vast 
capital abroad over the whole postwar period. 

The organ of the U.S. Depart.nenl of Commerce Survey of Current 
&wsiness,ioi instance, published typical data in November 1954 which 
showed that from 1950 to 1953 alone American private direct invest- 
ment in the oil industry abroad rose by $1.5 billion, which was more 
Hum a third ol (he total increase in American monopolies' direct invest- 
ments m olher countries. Of the £700 million exported bv the USA 
m l.M as direct investments of the monopolies (excluding re-invest- 
meuts), ;y+00 million went into the oil industry. 78 

According to the same journal, petroleum accounted for $3.4 billion 

JJSn/iJ 10 tolal oF 51 18 mkiIi of di, ' eGl TJ - S - investments abroad in 
£^0 (29 J»er cent). By 1958 the total of direct investments had risen to 
Sj$7.4 billion, of winch investment in the oil industry was $9 8 billion 

c/o E e [-n e ' lt) V 1,1 1965 U,S - dirocl f01 ' ei gn investments had reached 
lion) n i ("'vestments in the oil industry accounting for 315.3 bil- 

The Rockefeller Standard Oil Go. of New Jersey had a leading place 
among the oil monopolies mentioned above. The other four that had 
big investments abroad were also linked with one or some of the bi^est 
U.S. financial groups (Morgan, Mellon, otc). 

Standard Oil of New Jersey (which is financed bv the Rockefeller- 
con trolled Chase National Bank of New York) owned in the period 

7 « Basic Petroleum Data Book. Petroleum Industry Statistics (American Petro- 
leum Institute. Washington, D.C., 1975). l ' ^ 
p '! l '- S ^enate. Special Committee Investigating Petroleum Resources. American 
Petroleum Interests in Foreign Countries U.S. Govt. PrinliiKf Office. Washinff- 

ShiUrVr 94 ^ 9 178 'u 309 ' 42 °i 1966 Socon >' Vacillim h " c »™ kno^m as the 
H { , )J , S?f p0 / a £ 0Ja ' * ub * ec I u <f % t o Soeony Mobil Oil Corporation, and in 1972 
standard Oil of New Jersey changed its name to Exxon Corporation.) 

" bee Survey of Current Business, 1954. 34, 11: It. 

'° Survey of Current Business, 1981. 61. 2: 50-51. 
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under review numerous oil sources, refineries, pipelines, and commercial 
distribution outlets in various parts of the world, including the Middle 
East. Latin America, and Canada. More than a third of its oil was 
obtained abroad; its subsidiary in Venezuela, the Creole Petroleum 
Corporation, had concentrated half of the oil produced in that country 
in its hands. Standard Oil of N.J. also owned 30 per cent of the shares 
of the Arabian-American Oil Co. (Aramco), operating in Saudi Arabia 
It was also a partner in Iraq Petroleum (12 per cent of the shares), which 
had oil concessions in Iraq. 

Before the Irano-British oil conflict in connection with nationali- 
sation of the oil industry in Iran under the Mossadeq Government, 
Standard Oil had an agreement, with the British company to purchase 
Iranian oil. Jointly with another major American company, Socony 
Vacuum Oil, it had developed active operations in Indonesia, India, 
Australia, and African countries. 

Standard Oil of California, also controlled by Hie Rockefellers and 
linked with the big Continental Illinois National Bank and Trust 
Company of Chicago, had big investments in Australia and New Zea- 
land. Canada. Europe, Latin America, and the Middle East. Tn the 
Arab countries it owned 30 per cent of the shares of Arabian-American 
Oil. and shares in other companies set up by the major American oil 
corporations specially to exploit the oil wealth of the Middle East. 
Another Rockefeller-controlled company, Socony Vacuum Oil. also 
had a r-amiried system of commercial outlets abroad. Through its 
British and other affiliates it controlled many distributing and trading 
outlets in the Middle East, Latin America, Africa, Japan and other 
parts of the world, and owned 10 per cent of the shares in Arabian- 
American Oil. Before the Irano-British conflict a considerable part of 
the petroleum produced by the Anglo-Tranian Oil Company was mar- 
keted through Socony Vacuum. 

The Texas Oil Co. (Texaco), controlled jointly by Morgan and 
Rockefeller interests, had big investment in the oil industry and its 
trading network in Africa, Asia, Australia, Great Britain and Latin 
America (including Mexico and Venezuela) and owned 30 per cent of 
the shares of Aramco, and half of the shares of the Bahrein Petroleum 
Co., set up bv American companies to exploit the oilfields in Bahrein. 

Gulf Oil. controlled by the Mellon group, operated in Mexico, the 
Middle East, and South America. It owned the Kuwait Oil Co., set up 
to exploit the very rich oilfields of Kuwait, jointly with the Anglo- 
Iranian Oil Company. 

In the USA there were also several rather smaller companies that 
also had a leading place in the oil industry of several countries, and 
in many cases held a controlling interest in local companies. They 
snapped up what had been left by the majors for one reason or another. 
The latter were often themselves interested in the operations of the 
small companies, which created an appearance that everything was 
based on 'free competition' and not on cartel agreements. In fact, almost 
the whole of the business of raising and refining petroleum and selling 
oil products in the areas mentioned was directly or indirectly in the 
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bands of the . five major American oil companies and three or four 
British and Anglo-Dutch companies. U1 
Their huge investments of capital ia the oil industry abroad wis an 
economically very profitable underlaid/,., for the r q n , I i 
gMte to the official figures, their profils tm'hemwer e 3 

fhe ttSK h r i ,Vvecr V 19 i ^ In 1953 alone $1,003 mSlin o 

the $2,216 million of profits from American direct investments abroad 
tff^r I" 1956 the figures were J 4 M Hon and 

It4 billion respectively, and in 1957 §3.330 million and * 1 623 m?l- 

Even before World War II the revenues of U.S. oil companies from 

period a tei it, they became even bigger. According to the official 
figures, they came to 25 per cent or more' on the invested capital h I e 

published 0 the rthSE ¥* ^ Th ° * 

Commercl- ^ ^ sta,ement ** U.S. Department of 

f,r,m R ) e V irnS l01 ', majo ' ' Americnn direct-investment industries abroad mbm* 

ch«n*e7 The lnro he ft? ^ ^ ^ had not snbsSnl ially 

changed. The .ncouic from dfoet capital investments was thus- 

13.4 per cent in manufacturing; 

11.5 per cent in petroleum; 

11.0 per cent in mining and smelling 

At the end of the 50s the revenue of the oil industry from direct 
investments abroad had, as we see, a leading place. It w2 cdved by 
he five American majors, three of which were directlv control ed by 
the Rockefeller group. One, Standard Oil of New JerseV r & ved (1 

ohfainTii?0 ™°n- S f f S? Vest ?^ In 1954 the same company 

in v ^ men V ts Iff ^ 5* ° f $ 584 mi,Iio » f ™'» ^!-eign 

investment Its profit from investments in the United States was 

c4? In^^i Pv Wh f e % / 10m ***** ^mel was 33; 
cent. In 1953 its rate of profit from investments in the USA was a. 

little more than 9 per cent, while that from its capital invested a road 

was as Inuch a 28 per S3 This monopoly's Pat e of profi 0 capital 

WuIa' 0 U ' ee timeS 38 Mgh 3S 0 »* tS ^vestments- 

oil tlSS^wSSB^-& especially big profits from exploiting the- 
oil wealth of Middle Eastern countries, and continue to do so. ami this 
has been typical pi the whole postwar period. The New Y^Tlmes 



80 Survey of Current Business. 1954 34 U> 12 

S3 °t Current Business. 1949, 29 if- 19 

^fS^l^p^* IndUStrial < Mood * ,s 
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for example, reported a statement by J. II. Carmical, a specialist, in 
0 iJ matters, that 'the actual cost of delivering a barrel of oil from the 
[Saudi] Arabia fields to tidewater on the Persian Gulf is believed to he 
not more than 45 cents a barrel'. 84 It was sold in Western Europe for 
$2.f)5. Even allowing for the cost of transporting it an income of around 
$2 a barrel was obtained, or at least more than $1.00, which was con- 
sidered 'normal' profit. 

In 1959 the American monopolies got 38 per cent of their total 
income from foreign investments in the oil industry from the Middle 
East. The attention paid by the USA to this region and its immense 
oil reserves is therefore understandable. Certain parts of a State Depart- 
ment policy paper devoted to the Middle Eastern aspect of U.S. oil 
policy are quite indicative in this respect. The paper said in particular 
thai 

Middle East, oil is used in the U.S. to supplement domestic supplies. It further 
exerts deflationary pressure on oil prices to U.S. consumers. Use of Middle 
East oil conserves Western Hemisphere resources which are vital to the 
Allied Nation; in an emergency. The military draws heavily on Middle 
East oil for its worldwide requirements. Middle East oil provides com- 
mercial American firms and American investors with profitable enterprise, 
U.S. companies owning approximately 45 per cent of Middle East, production... 
Oil company activities provide the West's broadest contact with the lower 
levels of Middle East peoples; oil companies are instrumental and can be more 
instrumental in contributing to the attainment of overall U.S. policy objec- 
tives for the area, e.g. economic and political stability, increased standard of 
living. Western orientation ... etc. 85 

The petroleum lifted by American companies in Arab countries was 
much cheaper than that lifted in the USA. 

The immense reserves of oil in the Middle Easl, combined with the 
extremely low pay of the local workers and the terms of the contracts 
dictated to the countries there, explain the cheapness of producing oil 
in their territories, and the colossal profits made by the foreign oil 
monopolies. According lo the official figures in the report of the 
hearings of the U.S. Senate Special Committee Investigating Petroleum 
Resources, a dollar invested in the oil industry in the Middle East in 

the 30s and 40s produced 3y times as much oil as a dollar invested 

in the oil industry in the Caribbean. 86 

The cheapness of Arab oil enabled the American monopolies freely 
to cover the whole cost of delivering oil to the USA, not to mention 
delivery to Europe, and to make huge profits at the same time. It also 
enabled them to dictate the prices of oil on the world market when- 
ever they were not. agreed between the American and West European 
companies through the cartel agreements to which both often resorted. 

The main consumers of Arab oil, and of all the oil produced in 
capitalist countries, were the United States of America and the countries 

84 The New York Times. 4 January 1949. 

86 State Department Policy Paper of September 10, 1950. Middle East Oil. 
Cited from U.S. Senate Foreign Relations Committee. Multinational Corporations 
and United States Foreign Policy, Part 7 (U.S. Govt. Printing Office, Washington, 
D.C.. 1974), pp 122, 125. 

88 See American Petroleum Interests in Foreign Countries, p 169. 
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of Western Europe, as is evident from the comparative figures on oil 
imports in Table 6.10. 

Table 0.10 



Oil Imports by Capitalist and Developing Countries 

(million tonnes) 
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Sources: BIKI, 1959, Supplement 7, p 27; Idem, 1964. 

Supplement 2, p 30; U.S. Dept. o. the Interior. 
International Petroleum Annual, 1965 (U.S. Dept. 
of tbe Interior, Bureau of Mines, Washington, D.C. 
19(37), pp 5, 6. 



The arms race and the vast profits of the monopolies from exploiting 
Middle Eastern sources of petroleum explain the hectic activity devel- 
oped by the major American companies in the Middle East with the 
active encouragement of the U.S. government. Thousands of American 
experts, engineers, and technicians were sent to the Middle East in 
search of new oilfields. In all the countries where American capital 
was most firmly entrenched in the oil industry, in particular in Saudi 
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Arabia, measures were taken to increase the production of oil and 
extend exploration, and to lay pipelines. 

Diplomatic means of pressure on Ihese countries were, as before, 
one of the methods resorted to in those years by the USA to get the oil 
wealth of other countries under its control. They were employed, more- 
over, in relation both to developing countries and to other states that 
had succeeded in penetrating these countries' economies earlier than 
the USA, i.e. in regard to Great Britain and the Netherlands. 

Even before World War U the U.S. government had not been shy 
of employing diplomatic means in open defence of the interests of 
monopolies that had fixed their eyes on foreign sources of oil. In the 
main they consisted in the following: (1) defence of the U.S. oil mo- 
nopolies against ■discrimination' compared with British and Dutch oil 
companies; (2) defending the 'open door' and 'equal opportunity' prin- 
ciple for all foreign companies as regards contracts to produce oil in 
a country and sell it; (.'5) defending the principle of 'adequate compen- 
sation' for American oil companies for their property in cases of expro- 
priation; and (4) direct diplomatic pressure on the governments con- 
cerned. 

These forms, in which diplomatic pressure was put on other countries 
to defend the interests of U.S. oil companies, were employed in other 
countries whose oil industry was being penetrated by American capital, 
as well as in the M iddle East. But the rich petroleum reserves of Middle 
Eastern countries and the drive of American capital to squeeze their 
British and Dutch competitors more and more out of the area gave rise 
to a special activity of American diplomacy in precisely that region. 
The USA resorted lo diplomatic intervention, of course, to defend the 
interests, too, of other monopolies taking the road of expansion, and 
not just of the oil companies. But when it was a mat lei- of defending 
the interests of the latter, U.S. diplomacy resorted to particularly 
crude tricks, mainly because of their enormous influence on U.S. 
foreign policy, on the government machinery, and on the Congress, in 
which they always had their advocates, above all from states like 
California, New York, Oklahoma, and Texas. Clear confirmation of the 
reality of this government support was, for example, the letter sen I by 
the President's special assistant, Boberl Cutler, in 1953 to the Secretary 
of State, John Foster Dulles, in which he said, in particular: 

It will be assumed that tire enforcement of the antitrust legislation of the 
United States against the Western oil companies operating in the Near East 
may be deemed secondary to the national security interest to be served by: 

1) Assuring tbe continued availability to the free world [so he terms the 
capitalist world- -A .A .G.\ of the sources of petroleum in the Near East, and 

2) Assuring continued friendly relationships he! ween the oil-producing 
nations of the Near East and the nations of the free world. 87 

W e could cite a number of cases when the United Stales of America 
employed every means of pressure so as to get its way through direct 
lestriction of the interests of the British and Dutch partners in pillaging 
the oil wealth of developing countries. One such case concerned the 

87 Multinational Corporations and United States Foreign Policy, Part 7, 
pp 108-109. 
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involvement of American oil companies in exploitation of the oil 
wealth of Iraq (the Mesopotamian oil sources), which was a British 
mandated territory after World War 1. 

At the San Remo Conference (1920) Britain and France concluded 
•an agreement by which all the petroleum produced in that region should 
be shared fifty-fifty, and that any private company that might operate 
there should be under constant British control. The U.S. government 
had already protested to the British government in 1920, accusing 
it of adopting measures aimed directly at limiting the operations of 
American companies by banning foreigners from acquiring ownership 
of oil sources or taking part in the production of oil not only in British 
colonies but also in mandated countries. It referred to the fact, more- 
over, that under the terms of the administration of mandated territo- 
ries the -open door' principle should apply to them. 

The British did not deny that this principle should apply in relation 
to above-said countries but remarked that the USA, not being a signa- 
tory to the Treaty of Versailles or a member of the League of Nations, 
had no right to take part in development of the economies and exploita- 
tion of the natural resources of mandated territories. After negotiations 
that lasted several years, in the course of which the USA was not nice 
in its choice of means of political pressure. Britain was forced to 
back down and 'open the doors' for broad involvement of American 
capital in exploitation of Iraq's oil wealth. The diplomatic clash 
between the USA and the United Kingdom in connection with American 
oil companies' acquiring rights to exploit oil resources on the island of 
Bahrein and in Kuwait, which wore British protectorates, also led to 
similar results. 

A typical example of this kind, too, was the dispute that arose at 
that time between the USA and the Netherlands, whose government 
was trying to block American companies' access to the oil industry of 
Indonesia (then the Dutch East Indies) and not to lot them obtain new 
concessions there. The U.S. government not only made a formal protest 
to the Dutch government on this matter, but also took steps to restrict 
the Netherlands' economic interests, such as banning the renting of 
oil lands in Oklahoma by Roxana Petroleum (a subsidiary of Royal 
Dutch-Shell). The U.S. government only refrained from this after tho 
Dutch government granted Standard Oil of New Jersey concessions on 
the island of Sumatra and in other parts of Indonesia. 

One could cite more examples of diplomatic pressure. The USA 
operated along two lines in penetrating ever deeper into the oil industry 
of the Middle East and bringing the countries there under her influence. 
(1) American private oil companies acquired more and more new con- 
cessions. (2) Where they needed the U.S. government's help, it exerted 
its influence in every possible way to force these countries to make 
concessions to American monopolies and meet their demands. 

An example is the USA's actions in relation to Saudi Arabia, to 
which American capital assigned a special place in its plans of economic 
and political infiltration of the Arab East. Tho USA, taking advantage 
of Saudi Arabia's extreme backwardness (economically and politically), 



240 



had already taken the road, during World War II, of tying her down 
w iih enslaving deals. She adroitly exploited the hostility toward Great 
Britain that had long since arisen among the Saudi population because 
0 f the way she had been exploiting Saudi Arabia's natural wealth for 
decades, unceremoniously interfering in its internal affairs, and paying 
little attention to the people's national traditions, let alone of their 
basic national interests and sovereign right to dispose of their wealth. 

The contracts that American oil companies concluded contained 
formal provisos on non-interference in Saudi Arabia's affairs, but these 
reservat ions were only a blind and were mainly intended for the outside 
world. In fact, the American monopolies not only meddled in her 
internal affairs but also tried to control her foreign policy. 

Evidence of how they strove to penetrate deeply into Saudi Arabia's 
political life as well as her economic affairs was the fact that numerous 
advisers and experts from the USA were constantly visiting the country. 
As for the operations of the Arabian-American Oil Company (Aramco) 
there, the American economists Mikesell and Ghenery admitted that 
in all of Saudi Arabia's relations with the United States Government the .Ara- 
bian-American Oil Company has played a major role. Company officials fre- 
quently serve as informal advisers to the King and his ministers and perform 
the fimction of an unofficial ambassador in Washington, where the company 
maintains an office. 88 

This character of the relations between the Company and Saudi 
Arabia, they pointed out, led to abuses. But being advocates of the 
USA's expansionist, foreign policy course, they tried at the same 
time to justify them, claiming that they were in Saudi Arabia's favour. 
But what that 'favour' was for her people they passed over in silence. 
As faithful supporters of U.S. policy Mikesoll and Chonery declared 
that 

so long as the foreign oil policy of the United States coincides more or less 
with that of the oil company, the arrangement may continue to be useful to 
the United States Government. 89 

Material published more recently in the USA sheds light on the 
history of the U.S. government's involvement in consolidating the 
position of American business in Saudi Arabia, in particular as con- 
cerns Aramco's transfer in 1950 from paying 'royalties' on a fixed scale 
for the right to develop Saudi Arabia's resources to sharing its net 
profits on a 50 : 50 basis, which led to an increase in the Saudi side's 
revenue from $39 million in 1949 to $112 million in 1950. At the same 
time the payment of 'royalties' began to be treated, from the stand- 
point of the U.S. Treasury, as an advance on payment of income tax 
in the company's country of domicile. It is not out of place here to 
recall the statement made by George McGhee, then U.S. Assistant 
Secretary of State for Near Eastern, South Asian, and African Affairs, 
in which he distinctly expressed the political character of the decision. 
During the hearings of the Senate Foreign Relations Subcommittee 
on Multinational Corporations, he was asked: 



^ Raymond F. Mikesell and Ilollis B. Ghenery. Arabian Oil (Univ. of North 
Carolina Press, Chapel TIM, N.C., 1949), p 81. 
8 9 Ibid. 
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Upon the recommendation of the National Security Council, the Treasury 
made the decision to permit Aramco to treat royalties paid to Saudi Arabia 
^though they were taxes... The effect, of the decision was to transfer 
$50 million out of the U.S. Treasury and into the Arabian treasury. That 
was the way it was de C1 ded to give Arabia more money and to do it bv 
the tax route. Isn't that correct? 90 " y 

McGhoe agreed with that view and said: 

The ownership of this oil concession was a valuable asset for our country 
Here was the most prospective oil area in the world... To have American com- 
panies owning the concession there was a great advantage for our country. 

W e ielt it exceedingly important from the standpoint of the stability of 'the 
regimes in the area and the security of the Middle East as a whole and the 
continued ownership ol our oil concessions there and the ability to exploit 
them, that the government of Saudi Arabia receive an increased oil income * 
American penetration of the oil industry of Arab countries was 
thus characterised, more than before, by direct interference by the 
U.S. government in their internal affairs, and greater involvement of 
the state in the overseas operations of American oil companies. Among 
the measures was the creation, in particular, of the Petroleum Reserves 
Corporation in 1943, which was given wide powers to produce crude oil 
overseas, and build oil refineries and pipelines, and other enterprises 
mainly in the Middle East. And although these intentions were not 
realised the aims behind these sleps of the Administration's were not 
so much commercial as political and military-strategic aims. As it 
wanted to exploit Arab oil as an instrument of "foreign policy, it could 
not meet the private companies' proposal: to give the Petroleum 
Reserves Corporation solely the right to the oil in the ground, while 
keeping the refining facilities and the distribulion system in their 
hands. The real aims pursued by the U.S. government were to get its 
hands on ail the means of lifting, refining, and disl ributing oil, as is 
clear from the text of the proposed agreement, it published in 1944 in 
connection with its negotiations with private firms. 92 The Secretary 
of the Inferior, Harold Tckcs, who was President of the Petroleum 
Reserves Corporation, said in his announcement of the agreement that 
the Corporation would undertake not to sell oil products to the o-overn- 
ment or citizens of any country if that, in the view of the Slate Depart- 
ment, did not correspond to the interests of the USA. The announce- 
ment said that the Corporation's commercial policy and practice would 
correspond to the foreign policy of the United Stales of America 83 
In the first postwar decade the struggle between the monopolies of 
the USA and Great Britain for possession of Middle Eastern oil con- 
tinued to sharpen. The American monopolies squeezed their British 
rivals more and more tightly. The rate of American capital's infiltration 
into the region s oil industry increased all the time, and the separate 
lluctuations in the volume of American investments there did not alter 
the general trend of the postwar period. Whereas the United States of 

view 9 °tS d S^lfeSS ° il ^ ^ Ener8y CrMS (M ° nthly Re " 
91 Ibid. 

82 Congressional Record, Senate Proceedings, Februarv 9 1944 nn 1468 ff 
Cited from R.F. Mikesell and H. B. Chenery. Wp.ett, p 93 PP 

83 R. F. Mikesell and H. B. Chenery. Op. hit. ' 
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America had controlled around 42 per cent of the investment m the 
Middle Eastern oil industry by 1952, in 1960 it already controlled 
around 60 per cent of all the private direct investment of capitalist 
countries in Arab countries. 94 

The growth of the American investment and the cheapness ot the 
production of oil producLs led to a steep increase in the U.S. share of 
production in the Middle East and a corresponding fall m the British. 
Whereas U.S. monopolies had controlled around 15 per cent, and the 
British and Anglo-Dutch companies around 80 per cent before the war, 
by the mid-1960s the U.S. share was already around 47 per cent of the 
oil production of Arab countries. 95 

Deliveries of Arab oil direct to the USA remained at a low level in 
the 1950s and 1960s, in spite of her growing dependence on imports of 
foreign oil. The growth of oil production in the Middle East and the 
active involvement of American companies in the development of the 
region's oilfields were nevertheless an important factor making for 
deliveries of imported oil to the American market, since the USA had, 
and exploited, the opportunity (through the monopolistic system of 
dividing spheres of influence) to pump cheap oil out of other oil-produc- 
ing countries. The production of Arab oil and its export to Western 
Europe and Japan were a kind of guarantee of free U.S. access to cheap- 
oil from other sources. The strategy pursued by the monopolies 
helps explain the situation in which the market for Middle Eastern 
oil was orientated for a long time on Western Europe and Japan. The- 
American writer Joe Stork has remarked that in the postwar period, 
in contrast to the United States, Europe and Japan were almost totally depen- 
dent on foreign sources of oil, the bulk of which was controlled by U.o. com- 
panies. The predominant source was going to have to be the Middle East since 
Western Hemisphere production was consumed by the United States. 
It will be clear from these facts how deeply American capital had 
penetrated the Middle Eastern oil industry, and what profils the Ameri- 
can monopolies were making through exploitation of its oil resources,, 
and what an exorbitant price the peoples of the Middle Eastern coun- 
tries were paying for American loans and credits, including those 1 
advanced through such institutions as the International Bank for 
Reconstruction and Development and the International Monetary 

The example of Saudi Arabia is typical in this respect. One of the 
effective ways of injecting American capital into its economy was post- 
war Lend-Lease deliveries and other 'aid'. The Lend-Lease deliveries 
were employed primarily to consolidate the position of the American 
oil concessions there. 

The clash of interests of American capital and ot certain other 
major powers did not in the least promote improvement of the position 



84 See BIKI, 24 January 1978. 

86 See The Petroleum Times, 1954, 58, 1486: 753. See also George Lenczowski 
(Ed ) United States Interests in the Middle East (American Enterprise Institute lor 
Public Policy Research, Washington, D.C., 19G8), pp 127-129. 
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of Middle Eastern countries, but rather the contrary. It. led in the 
long run to an increase in the flow of foreign capital to them, and conse- 
quently also to an increase of exploitation. 

The sharpening of competition between the big capitalist countries 
also found expression in the fact that Japanese capital began to pene- 
trate the Middle Eastern oil industry in the second half of the 1950s. 
In December 1957 an oil agreement was reached between Japan and 
Saudi Arabia. 

The signing of that agreement caused both American and British 
businessmen serious concern. A fear was expressed, in particular, that 
it would be used by both Saudi Arabia and other Middle Eastern 
countries to obtain better terms for themselves when concluding future 
agreements with American and British oil companies. There were 
grounds for such concern because the agreement provided for a sharing 
of the profits such that up to 57 per cent would be put at the disposal 
of Saudi Arabia and the rest go to the Japanese company. That con- 
dition broke the long established principle of 'equal' sharing of the 
profits in agreements with the Western powers. 

In addition, under the agreement the Japanese party proposed 
extending the principle of sharing tho profits to the revenuos obtained 
by enterprises engaged in transporting and refining the oil, and market- 
ing the products. That meant that, the profit per barrel deducted by the 
Japanese company in favour of Saudi Arabia was greater than the 
similar rebate by the companies of Western countries with which corre- 
sponding agreements had been signed. 97 

American monopoly capital had long striven to infiltrate the oil 
industry of Iran and bring it under its control. After Iran's nationali- 
sation of the oil industry U.S. monopolies endeavoured to gain what 
Britain had lost there. For three years Iran was pressured by the USA 
and Britain, who had set themselves the goal of forcing her to make 
a retreat and again to grant, foreign monopolies the chance to take 
over the production, refining, and distribution of Iranian oil. Their 
efforts were aimed, in fact, at reducing the results of nationalisation 
to nought and getting Iranian oil under the control of American 
and British monopolies. To that end an actual blockade of Iran was 
organised that prevented her from marketing oil. Everything was done 
to worsen her economic position, and she was deprived of revenue from 
the oil industry. 

The USA and Britain succeeded in saddling Iran with a dictated 
arrangement, as is shown by the 40-year agreement concluded in 
August 1954, which provided for her actual repeal of nationalisation 
of her oil industry. The law passed in March 1951 had established Iran's 
control over her oil, including the assets and installations of the Anglo- 
Iranian Oil Company, which had had a monopoly of it since the begin- 
ning of the century. During the period of its lording it in Iran the Com- 
pany had made colossal profits, which had amounted in thoso years to 



97 See Zuhayr Mikdashi. A Financial Analysis of Middle Eastern Oil Conces- 
sions: 1901-65 (Praeger Publishers, New York, 1966), p 145. 
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fcdOO million or more a year. Iran herself had received an insignificant 
revenue from all this enterprise, as will be seen from the fact that 
Anglo-Iranian's income in the last year before nationalisation had 
exceeded everything it had paid to Iran in the previous 50 years. 

All that shows how profitable this enterprise was for foreign capital 
and how unprofitable for Iran, especially when allowance is made lor 
the fact that the foreign monopolies' lording it in the Iranian oil indus- 
try enabled them largely to control her whole economy. The special at- 
tention paid to Iran by several states, above all by the USA, was not 
only due, of course, to economic considerations, but also to political 
and military-strategic ones. 

The character of the compromise forced on Iran is evidence tnat 
American monopolies played the main role in the consortium (the Irani- 
an Oil Exploration and Producing Co.) that got its hands on her oil. 
Of the major companies forming the consortium to produce, renne, 
and market Iranian oil. five were American (Standard Oil of New 
Jersey, Standard Oil of California, Socony Vacuum, Texaco, and Cmlt 
Oil). Their share came to 40 per cent of the total. Other members were 
the Anglo-Iranian Oil Co. (40 per cent), controlled by the British 
government, and the Anglo-Dutch Company Royal Dutch-Shell the 
French Compagnic franchise des petroles and the Dutch N.V. de 
Bataafscho Petroleum Maatschappij were also members. That distri- 
bution of shares gave the Americans the advantage in fact, since 
they controlled the] other main sources of oil in the Middle East 
and could exert decisive pressure on the conditions of production 
and especially of the marketing of. the] oil produced in the whole 
region. 

The major U.S. companies thus gained most in the light lor Iranian 
oil. At the same time, however, it meant that the understanding at 
Iran's expense did not end the deep antagonisms in the Middle East. 
Although Britain largely lost the Iranian market after nationalisation 
of Iranian oil, she nevertheless vried, in fierce competition with the 
monopolies of Italy, Japan, and West Germany (not to mention the 
USA), to get back even some of her lost ground. Several British firms 
concluded contracts with Iran to supply rails and railway equipment, 
build oil pipelines, etc. Their main aim was by every means to con- 
solidate the British position in Iran. 

In those years the capitalist countries were paying more and more 
attention to the Sahara. As soon as it became known that rich, oil- 
bearing strata had been discovered there, the Sahara became the object 
of far-reaching calculations not only by France but also by other powers, 
especially the USA. Proof was the many efforts of the oil companies 
of several countries to get in on the exploitation of this area s 
wealth. 

Three big oilfields were discovered in Algeria and several large 
gas-fields. During the first ten years of exploration for oil in the Sahara 
after 1952 foreign companies invested around 700 billion old francs 
in the oil industry of Algeria. Roughly half of that came from the French 
state-owned oil companies, 23 per cent from American, British, and 
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Dutch companies, 15 per cent from the French Repal company, and 
12 per cent from the Gompagnie francaise des petroles." 8 

The advocates of continuing the war in Algeria did not fail to 
•exploit the discovery of oil in the Sahara in their own political interests. 
They cowed ordinary Frenchmen with the idea that France would lose 
the whole Algerian part of the Sahara as a source of oil if Algeria gained 
her independence. That kind of propaganda yielded fruit. Certain 
circles strove to use the discovery of Saharan oil as an excuse for con- 
tinuing and extending the colonial war. At the same time the Algerian 
National Liberation Front did everything it could to prevent France 
from carrying out her plans as regards exploitation of Saharan oil, and 
set up a special committee to take concrete steps to disrupt the French 
government's plans, including the building and operation of pipelines. 

All that gave rise to uncertainty in the operations of the oil com- 
panies, but neither the French ones nor those of other countries reduced 
their operations in the Sahara, but on the contrary increased them. 
They counted on the production and refining of oil remaining under 
the control of the major Western oil monopolies whatever happened— 
whether Algeria remained under French rule or whether she became 
independent. 

Evidence that some of France's plans to exploit Saharan oil were 
interlocked with the economic and political interests of other 
Western powers was the fact that the French government itsolf took 
steps to draw in U.S. oil companies. The idea was simple: by drawing 
them into the exploitation of Saharan oil to interest them financially, 
and to influonce U.S. policy on the Algerian question through them in 
a direction needed by certain circles in France. 

In other words, the French monopolists were endeavouring, by 
drawing American oil companies into the exploitation of Saharan oil, 
to convert the USA into an active ally in reprisals against the people 
of Algeria. And their efforts, of course, yielded results. Several American 
oil companies had already agreed in 1958 to take part in the exploitation 
of Algerian oil, namely: Cities Service Oil, the Sinclair Oil Corporation, 
Philips Petroleum, the Newmont Mining Corporation, the Tide Water 
Associated Oil Co., and the Texas Eastern Transmission Corporation. 
The U.S. majors were not, of course, in a hurry, but it will be readily 
understood that this 'heavy artillery' only held back from direct 
participation for a certain time. 

And in fact that position did not last long. The strongest U.S. oil 
companies soon became directly involved in exploitation of Saharan 
oil. The biggest— a member of the international oil cartel— Standard 
Oil of New Jersey— had already begun to operate in the Sahara from 
the beginning of 1959. In the mid-1960s American companies accounted 
for one-tenth of the oil produced in Algeria." 

The international oil octopus, whose operations were decided by 
U.S. monopolies, was thus involved from the start in exploitation of 



88 See Alzhir. Spravochnik (Algeria Handbook), Moscow, 1977, p 162. 
99 George Lanczowski (Ed.). Op. cit., p 128. 
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the natural wealth belonging to the Algerian people, all of which shows 
that the discoverv of oilfields in the Sahara considerably complicated 
the general picture of the struggle for oil among the major imperialist 
powers. Political contradictions were added to the economic ones among 
them, in this case in connection with the war in Algeria; any state s 
attitude to it meant at the same time a demarcation on an international 
scale between the forces supporting the Algerian people s liberation 
struggle for national independence and the forces of colonialism trying 
to suppress the national liberation movement in Algeria. 

The initial period in the history of Saharan oil confirms that the 
phrase 'oil and blood on the sand' in Western literature is a not bad 
description in general of the nature of Western oil monopolies policy 
in regard to oil and grabbing of its sources. 

Latin America, above all Venezuela, was an important oil area into 
which American capital penetrated deeply. According to the official 
American figures, the proved reserves of oil in Venezuela were 1 -^. bl1 - 
lion tonnes in 1953, out of a total of 1.6 billion tonnes for all South 
.AinGficft 

The production of crude oil in Venezuela was 16 per cent of the 
capitalist world's total production in 1954. During and after World 
War 11 it rose steeply (see Table 6.11). 



"able f,.Jl 



Petroleum Production in Venezuela, 
1938-196"i 



Year 


Million tonnc-s 


Year 


Million tonnes 


1938 


27.5 


1961 


145.9 


1948 


66.9 


1962 


158.9 


1950 


74.9 


1963 


162.4 


1955 


107.9 


1964 


168.6 


1960 


141.3 


1965 


171.1 



Source*: U.N. Monthly Bulletin of Statistics, 1955, 9, 4: 31; OPEC. Annua; Statistical 
Bulletin, 1975, 6: 20. 

Before World War 1 the U.S. oil monopolies had no concessions to 
produce and refine Venezuela's petroleum. British oil companies were 
dominant there, having been able to get hold of its very rich petroleum 
sources much earlier than their North American rivals. Royal Dutch- 
Shell was dominant then, encountering almost no obstacles. But be- 
tween the wars and during World War II, and especially after it, the 



100 U.S. Senate Committee on Interior and Insular Affairs. Report of the Miner- 
als Materials, and Fuels Economic Subcommittee on Accessibility of Strategic and 
Critical Materials to the United States in Time oi War and for Our Expanding 
Economy (U.S. Govt. Printing Office, Washington, D.C., 1954), p 23b. 
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U.S. monopolies began to squeeze their British competitors out of 
Venezuela. In the mid-60s they got control of more than 70 per cent 
of her production. Foreign companies had obtained concessions of 
6.3 million hectares, most of which belonged to American companies 
and American-Venezuelan subsidiaries. 

The steep rise in Venezuela's oil production went hand in hand with 
a marked growth in the investment of foreign capital, above all Ameri- 
can, in her oil industry. Whereas U.S. direct private investments in it 
had been .^990 million in 1950, they had increased to $2.5 billion in ten 
years, and to $2.7 billion in 1965. 101 Investments in the oil industry 
accounted for more than 70 per cent of the total of U.S. direct invest- 
ment in Venezuela. Creole Petroleum (a subsidiary of Standard Oil 
of New Jersey) was then producing 42 per cent of the oil lifted there. 
The relative weight of tho American monopolies' investments was 
constantly increasing, especially through the import of equipment 
from the USA for the building of refineries. 

Exploitation of Venezuela's oil wealth yielded the U.S. monopolies 
huge profits. According to reports published at the time in the Venezue- 
lan press, they were more than a third of the total invested capital. 
Creole Petroleum, for instance, made 36 cents profit on every dollar 
invested. From every one of its workers employed in Venezuela it 
squeezed out around S14,000 a year in profit, while the average year's 
pay of a worker was only one-eleventh of that. The American companies 
made $333 million in 1953, $428 million in 1900, and $504 million in 
1965. 102 

The U.S. monopolies openly pursued a line of getting control of the 
oil wealth of other Latin American countries as well. In the first postwar 
decades they did, in fact, get control of the production and refining of 
petroleum in Colombia, Peru, and several other countries that had oil 
reserves adequate for commercial exploitation. 

Argentina was assigned an important place in these plans of economic 
enslavement, but it was not a simple matter because she resisted at- 
tempts to impose a shackling agreement on her. But from 1958-9 the 
tables turned against her. An understanding was reached with the USA 
on private American investment in the Argentine oil industry (which 
had been previously closed to it). 103 It provided for bringing in capital 
from companies like Standard Oil of New Jersey, Pan American Oil 
(a subsidiary of Standard Oil of Indiana), the Calif ornian Poly, and 
a group headed by Continental Oil. Investment was envisaged in two 
forms— direct and loans (the total of the latter being $100 million). 
Many public figures and politicians in Argentina justifiably pointed 
out that the understanding had a fettering character for her and was 
fraught with serious consequences. 



101 See Kapitalislicheskiye i razvivayushchieysya strany. Sotsialno-ekonomichesky 
spravochnik (Capitalist and Developing Countries. Socio-Economic Handbook), 
Moscow, 1973, p 260. 

102 Ibid., pp 262, 264. 

103 Journal of Commerce, 5 May 1959. 
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Unlike the Middle East, where British companies, even though 
thev had lost their former leading position, still had considerable in- 
fluence, the U.S. monopolies had in fact established complete domi- 
nation in Latin America. The Esso Standard Oil Company of South 
America, a trading subsidiary of Standard Oil of New Jersey, domi- 
nated the oil markets of such countries as Panama and the Dominican 
Republic, and also of Puerto Rico and Trinidad. 

The dictated dependence of countries like Nicaragua on the U&A 
at that time is well known. It became even greater through the efforts- 
of the venal Somoza regime; and American oil monopolies played no- 
small role in that. Occidental Petroleum got the sole oil concession in 
Nicaragua in 1959 from the firm Nicaragua Oil and Mineral Develop- 

me u' S. oil monopolies have systematically pillaged Colombia. The 
newspaper La Hora, of 13 December 1958, published figures exposing 
the character of their operations there. The paper pointed out that 
American monopolies had blocked refining in Colombia; as a result, 
80 per cent of her crude oil was refined outside the country, while she 
was forced to import oil products for her domestic needs and pay lor 
them in dollars, which in itself did her economy immense harm. Colom- 
bia received onlv 6 per cent, of the value of the oil produced The profits 
from refining and transporting oil were made on the whole by ttie 
American monopolies, all of which led to Colombia s losing, by the 
most modest estimates, at least *100 million a year, not counting losses 
through the export and import of oil and oil products. Typically, too, 
the U.S. monopolies deliberately held back development of Colombia s 
oil wealth so that, in the event of exhaustion of their own resources, 
they could begin to develop Colombian oil. 

British companies got their hands on certain petroleum sources in 
Latin America in the 50s and 60s, especially in Venezuela. They also, 
tried to consolidate themselves on the markets of Argentina, Uruguay, 
and certain other countries. In 1950 British and Dutch capital jointly 
controlled roughly 30 per cent of the production of oil m Central and 
South America but the advantage in the fight was clearly on the side ol 
the U.S. monopolies, which had much greater economic opportunities 
and levers of political influence at their disposal than the British 

Creole Petroleum operating in Venezuela (owned, as not ed above, by 
Standard Oil of N.J., made net profits of $240 million in 19o4 alone 
of which $194 million were distributed in dividends. 104 Its net profit 
was equal to all the payments it made to the government of Venezuela 
under the agreement. It was also equal to the Company s total wage 
payments and other outlays. In other words, roughly one-third ot the 
value of the oil lifted went to the Company as net profit; that was accord- 
ing to its official accounts, which often hid the real position. 

What serious consequences the U.S. exploitation ol Venezuela s- 
oil had for her, and in particular for her working class, is clear from the 



104 Harvey O'Connor. The Empire of Oil (Monthly Review Press, New York,. 
1955), p 264. 
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reports that often appear in the economic literature of the United 
States. Let us note a characteristic statement by the economist Harvey 
O'Connor. Citing facts about the oil companies' profits, he wrote as 
follows about the consequences of the dominating influence of American 
capital for Venezuela: 

Before oil, Venezuela fed itself, somehow. Today it produces only half the 
corn, halt the meat, one-third of the green vegetables and grains, and half the 
milk it consumes There are fewer cattle on the great llanos that sweep down to 
the Orinoco now than at the time of the Revolution of 1812. The entire economy 
has been sucked into dependence on petroleum revenues. Non-oil exports 25 
years ago were valued at $20 million; today they still hover around that figure, 
but not a bean of coffee or cocoa would now leave the country were it not fur 
subsidies. The big landowners enjoy government subsidies, the parasitic con- 
sumers industries live by subsidy and tariff. The entire structure would collapse 
like a house of cards were these props pulled out. 

Prices are as high as the Andes. 105 
Continuing his description, O'Connor wrote that this situation was 
a matter of wonderment for 90 per cent of the population. 

Disease-ridden and hunger- wracked, their lot on their tiny conucos on the moun- 
tainsides or in the peasants' huts of the latifundias is much the same now as 
belore oil was discovered. At least 200,000 have fled the countryside for gilded 
Caracas where they live under the bridges, along the gullies, or far up the 
mountainside in ironically named 'ranchos' built of the city's refuse. 106 
U.S. monopolies have penetrated deeper and deeper into the economy 
of Canada since the war, and have also got their hands on Canadian oil. 
Tim Buck,"a11eading figure in the international communist movement, 
said, when describing American imperialists' expansion through seizure 
of control over Canada's rich reserves of strategic materials and other 
natural resources, that there had been a rapid growth of production of 
industrial materials since 1948, which had become much faster during 
the United States' aggression in Korea. 107 Canadian business, having 
become a partner of the American monopolies, was given a chance to 
•enjoy the profits of the war situation. According to the American 
press, American monopolies already controlled around 60 per cent of 
the output of oil in Canada in 1952. U.S. investments in the Canadian 
oil industry were being systematically increased. It is also indicative 
that the American monopolies' share in control over Canada's explored 
oil reserves rose from 37 per cent in 1939 to almost 73 per cent in 1953. 

The monopolies' investments in the Canadian oil industry were 
very profitable. As for the Canadian economy, they meant ever greater 
subordination to American capital. That comes out particularly clearly 
when one considers the subordination of the oil industry to American 
capital in connection with the latter's infiltration of the Canadian 
economy as a whole. 

Striking evidence of that is the fact that U.S. investments had 
already risen from under $4 billion at the end of World War II to 
$9 billion in 1954 (which was more than four times the amount of 



105 Harvey O'Connor. Op. cit., pp 266-267. 

106 Ibid., p 267. 

„ /* 7 . T j r m Buck. Introduction to the Bussian edition of Put Monopoly Under 
Control {Narod Kanady protiv monopolii, Poiitizdat, Moscow, 1966, p 4). 
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British capital), and to $20 billion in 1965 (which accounted for 
80 per cent of the total of foreign investment in Canada). 

The Abbott Plan (so-called after the Canadian Minister of Finance), 
which meant, economically, a transition from comprehensive develop- 
ment of manufacturing, Canada's natural resources, and trade with all 
countries, to expansion of the production of raw materials needed by 
the United States, evoked a stormy public reaction in Canada. Abbott, 
speaking in the House of Commons on 16 December 1947, had argued 
as follows: 

A greater integration of the efforts of the United States and Canada to as- 
sist world recovery would add considerably to the capacity of this continent to 
provide urgently' needed assistance just as it did during the war. We are 
making every effort to achieve the needed integration. 1 ™ 

Again, on 18 March 1948, Abbott said in the House of Commons: 
If we cut down the consumption of refrigerators, and other articles which 
contain metal, we can sell the metal in its original forms... Instead of using 
labor in Canada to convert the metal into things our own people consume, we 
shall sell the raw materials. 109 

Communists and all Canadian patriots stressed that it was clear 
from the outset that under the Abbott Plan, looked at as a purely 
economic policy, 

Canada will become increasingly dependent upon the United States for 
capital goods, machinery, and finished manufactured goods and increasingly 
dependent upon agriculture, industrial raw materials and specialized 
products (such as newsprint paper) to pay the United States for costly capital 
goods and manufactures. The inevitable economic and political results of such 
a relationship would be to undermine the political sovereignty of Canada's 
people. 110 

It might seem, at first glance, that American capital's active pone- 
trationof Canada's oil industry, and of her economy as a whole, was not 
very closely linked with the fact that she herself had begun to open 
credits for certain countries, especially Britain, at the end of the 50s 
and beginning of tho 60s. But it must be remembered that even then, 
when Canada herself was becoming a creditor, the loans and credits she 
advanced corresponded to the general plan of U.S. ruling circles, 
which were employing the system of financial relations between the 
countries dependent on them to pump strategic raw materials in from 
all areas of the world open to them. The estimate of Canadian Com- 
munists was: 

The economic base of the Canadian bourgeoisie is not simply dominated 
by United States-owned monopolies, it is being taken over physically by U.S. 
state-monopoly capital. 111 

Figures were cited above on how American monopolies were getting 
their hands on the richest sources of oil in the capitalist world, and on 
the place they assigned in that of the export of capital, in particular 
loans and credits, as a means of economic penetration of tho countries 
concerned. Their tentacles, however, also extended to countries that 

108 Cited by Tim Buck in Lenin and Canada. His Influence on Canadian Politi- 
cal Life (Progress Books, Toronto, Ont., 1970), p 81 (T.B.'s italics). 

109 Ibid. 

110 Tim Buck. Canada: The Communist Viewpoint (Progress Books, Toronto, 
Ont., 1948.) Cited by Idem in Lenin and Canada..., pp 81-82. 

111 Tim Buck. Lenin and Canada..., p 87. 
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had comparatively small oil reserves. The U.S. monopolies strove to 
get control of such sources in case new oilfields were discovered there. 

It is well known that the USA tried to get the oil of India, Indonesia, 
Pakistan, and other countries under her control. In some of them there 
were American concessions obtained for loans and credits, in particular 
ones from the International Monetary Fund. The oilfields discovered 
on Java, for instance, immediately attracted the attention of several 
U.S. companies. As a result, Texaco and Standaid Oil of California 
(through their subsidiary Caitex Pacific Oil) started exploitation of 
them. In countries of South-Easl Asia and the Far East that had long 
since been a sphere of British monopoly influence, there was also a 
fierce battle betw een American and British monopolies for control over 
oil. The American companies also took steps to infiltrate more deeply 
into Africa. 

As a result of the intensified penetration by U.S. oil monopolies in 
many countries the ratio between the production controlled by American 
capital, and that controlled by British and Dutch, was altered sharply, 
which hegan to be clear in the late 40s and early 50s (see Table 6.12). 

At the beginning of 1953, 65.7 per cent of the explored reserves and 
55.7 per cent of capitalist countries' production of oil were controlled 

Table 6.12 

U.S. Shaie in the (apitalist World's Production 
of Petroleum, 1953 
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93.5 
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57.6 
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5.1 


94.7 
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55.8 


Canada 


1.1 


59.5 


39.4 


1.8 


Latin America 


29.3 


56.8 


13.9 


19.3 


Venezuela 


29.4 
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1.8 
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Indonesia* 


49.5 


50.5 




1.6 


Western Europe 


15.8 


20.3 


63.9 


0.6 



* Including Ihe part of New Guinea controlled by Holland. 
Source: calculated from 7fe Petroleum 7 in c.-, 19[>4, 58, 
1480: 753. 
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hy^the oil cartel (consisting of five major American companies, one 
British, and one Anglo-Dutch). In 1954 the share of the American 
majors alone was around 45 per cent of the oil produced in the capitalist 
world (less the USA). 112 

It is not surprising, therefore, that, even according to the official 
accounts, the net profits of these five major American oil monopolies 
had reached $1,339 million in 1954, the bulk of them from foreign 
capital investments. 113 

4.2. Expansion of American capital in the rubber market 

The USA made no few efforts in the years after the war to get control 
of the world sources of other typos of strategic materials, including both 
natural rubber and various ores (chromium, copper, lead, manganese, 
nickel, tin, etc.). 

The placo she assigned to rubber in her plans of foreign economic 
expansion was determined by the role it played in industry and by 
its strategic importance. In the late 19th and the early 20lh century 
rubber was used on an incomparably smaller scale than after World 
War I, primarily because of the development of means of transport, 
especially motor vehicles. The rapid growth of the automobile industry, 
and the just as rapid growth of demand for tyres and inner tubes, made 
production of rubber one of the most important branches of the national 
economy. Rubber also gained increasing importance as a strategic 
material. Tho mechanisation of armies, and rapid development of 
aviation, converted it into a necessary attrihute of many countries' 
war preparations. 

Those reasons explain the rapid growth of the production of rubber; 
its curve climbed steadily upward. Table 6.13 gives an idea of the 
growth of production in the early 50s compared with its consumption 
and the growth of the number of motor vehicles. 

The figures in the Table, like any averaged indicators, conceal many 
essential features of interest when we are analysing the position of 
various countries. The data on the production, distribution, and 
sources of rubber show that a persistent, protracted struggle was waged 
on this market among the monopolies of the main imperialist countries. 
The biggest monopolies were driving to get control of the production of 
both natural and synthetic rubber, and of the international rubber 
trade. 

An important aspect of this struggle was that there was a strengthen- 
ing of the American monopolies' position during it. The USA entered 
the fight to get hold of sources of natural rubber after other capitalist 
countries had already got a grip on them (which they had dono in the 
pre-monopoly period, and during the repartition of the world as a result 
of World War I). The richost sources had fallen to Great Britain (Malaya, 
Ceylon, British North Borneo) and to Holland (the Dutch East Indies). 

112 Petroleum Press Service (London), May 1955, p 172; U. N. Monthly Bulletin 
of Statistics, 1955, 9, 4: VI, 31. 

113 Petroleum Press Service, May 1955, p 172. 
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Table 6.13 

Growth of the Number of Motor 
Vehicles, Production 
and Consumption of Rubber in the 
Capitalist] World (1929 = 100) 
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273.8 
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221.4 



Source: A. A. Santalov. imperio/uti- 
chexkaya borba za istochniki 
*yrya (The Imperialist Struggle 
for Sources of Raw Materials), 
AN SSSR, Moscow, 1954, p 390. 
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U.S. Imports of Natural Rubber, 
1937-1965 
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Country 
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Indonesia 
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36 


150.4 
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Malaya* 


303 


205 


110.7 


128.2 


Thailand 




10 


52.8 


5.7 


Liberia 


3 


22 


34.8 


43.6 


Indochina 


21 


67 


28.4 


4.8 


Ceylon 


30 


18 


28.1 


9.0 



* After 1963 Malaysia. 

Sources: calculated from Statistical 
Yearbook ?953(U.N., New York, 
1953); K. I. Kunin. Mirovoi 
rynok kuttcliuka (The World 
Rubber Market), Moscow, 
1937; Rubber Statistical Bul- 
letin (London), 1953, 7, 6; 
U.S. Dept. of Commerce. Bu- 
reau of Census. Untied States 
Imports or Merchandise for 
Consumption (by Country oj 
Origin), for 1961 and 1966. 



The fight for sources of natural rubber (and the international rubber 
trade) was Iherefore quite fierce, which is understandable since il was 
in fact a fight for repartition of already shared out territories suitable 
for growing rubber, and for spheres of investment. Another important 
aspect was that the USA. with her mounting production of motor 
vehicles (especially in view of the arms race) was the main consumer of 
rubber in the capitalist world (sec Table 6.14). That itself indicates that 
the antagonisms existing in this field between her and the other capital- 
ist countries were not market ones but had deep-rooted causes and were 
linked with the general state of the capitalist economies and the capi- 
talist countries' economic power. 

First and foremost the U.S. monopolies systematically infiltrated 
Malaysia, which had the richest rubber plantations in the world. In so 
doing they clashed, naturally, with Great Britain, which had long 
completely exploited Malaysia as a rich source of natural rubber. 

Nearly half of the world production of natural rubber came from 
Malaysia (917,000 tonnes out of a total of 2,017,000 in the mid-1960s). 114 
The United States, taking advantage of Great Britain's economic diffi- 
culties in the period after World War II, and exploiting the fettering 
loans and credits granted her, was able to make big investments in the 
economy of Malaysia. This penetration by U.S. capital became 
particularly intensive after the founding of NATO. In a report on 

114 CIA. National Foreign Investment Centre. Handbook ot Economic Statistics 
1079 (National Technical Information Service, Springfield, Va., 1979), p 179. 
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Malaya's economic and commercial position published in 1962. the 
British commercial commissioner in Malaya, Mackenzie, cited very 
interesting figures. American direct investments in rubber plantations 
were already $46.7 million in 1952. (The USA had almost caught, up 
with Great Britain, whose capital investments then were $57.5 mil- 
lion.) The richest plantations in Pahang and Negri Sembilan had large- 
ly come under the control of Americans, where they had previously 
been wholly in the hands of British monopolies. In 1962 U.S. direct 
private investments in Malaya were already $60 million. 

As a material that the USA was stockpiling from year to year for 
military-strategic purposes, rubber was an object of attention of Ameri- 
can ruling circles from more than the angle of capital investment. The 
American monopolists were also endeavouring to buy it up from the 
British in order to use it. as another lever of economic pressure on Great 
Britain. 

The manoeuvres that the United States resorted to in buying up 
Malayan rubber were a vivid illustration of this policy. Allowing for 
the steep increase in U.S. demand for rubber in 1950 in connection with 
the war in Korea, Great Britain raised the price for it, and also that 
of tin from South-East Asia. Bui she soon had to back down from this 
because of the corresponding counter-measures taken by the United 
States. From 1951 the USA, as w r e know, had put an embargo on many 
goods exported to the Soviet Union and other socialist countries by 
countries receiving American 'aid'. For her part she also reduced or 
completely stopped buying certain commodities from Britain. As a 
result, purchases of Malayan rubber fell steeply, which led to a pre- 
cipitous drop in its price, since the main consumer was the United States. 
The decline in prices could not help having an adverse effect on the 
British economy, which was suffering on the whole from chronic diffi- 
culties. The USA thus employed an old, tried-and-tested method to put 
pressure on Britain. 

It would not be out of place to recall that rubber prices were a 
matter of acute economic and diplomatic struggle between the United 
Kingdom and the USA right from the end of World War I. Initially 
demand for rubber lagged behind production, which led to a marked 
fall in its price, so that Britain resorted to curtailing production. 
Under the Stevenson scheme, which operated until 1928, the rubber 
planters were to limit exports to 60 per cent of their normal production 
in the first, quarter of the next year; each plantation's production in 
1920 was taken, in this case, as the standard rate. Any future increase 
or reduction of production was made dependent on the existing prices. 
In that way Britain succeeded in improving the situation as regards 
rubber prices, as will bo seen from the following figures: while the price 
of rubber had been only 6.75 pence per pound in 1922, the average 
price during operation of the above-mentioned scheme became 19.5 pence 
per pound. 

During the economic crisis of 1929-33 the price of rubber had again 
fallen steeply in connection with the drop in consumption, and was only 
1.68 pence per pound in 1932. 
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Subsequently, on British initiative, prices became the subject of 
international agreements between Great Britain and 
France, India, and Thailand, which provided for a system of quotas 
and control over rubber exports, for which a special international con a- 
mittee was set up in which the USA took part with a consultative 
voice The committee, like the agreement of 1934 that set it up, reflected 
the interests, in the main, of the rubber-exporting countries, lhat is 
obvious from the fact that world stocks of natural rubber ^^"ced 
from 725,000 tonnes in 1934 to 404,000 tonnes in 1936 as a consequence 
of the 1934 agreement . 115 . , 

That position did not suit the United States; it therefore began 
intensively to develop production of synthetic rubber. It^«cploi^ 
this circumstance to reduce to nought the significance of the 1934 agree- 
ment, which mainly protected the interests of the United Kingdom 
and Holland (the rubber plantations of Indonesia were in Dutch har ds). 
From 1944 the agreement ceased to operate even formally, and the U.S. 
government refused any bargain with the United Kingdom and other 
interested countries on the old basis. There was nothing surprising in 
the fact that the agreement had lost practical significance during he 
war, since Japan had then occupied the most important areas in the 
Far East where rubber was produced. The fact that the USA refused to 
enter into any agreement whatsoever was due to her long-range policy 
the essence of which was (1) to grab control of as many rubber plan- 
tations as possible, and (2) to control the distribution of rubber stocks 
and rubber prices, by putting appropriate pressure on Great Britain 
and the other countries producing rubber. T T„i*«d 
The agreements reached in 1946 between the USA and the United 
Kingdom on the terms of U.S. purchases of rubber from the U.K.. and 
the Netherlands did not eliminate t** fi Aiig¥-^ 
this Held. Although they provided for fixed prices that the USA should 
pay for rubber, they gave her an advantage at the same time, since 
thJv enabled her to buy up a considerable part of their rubber from 
Great Britain, Holland, and France. The agreements were assent ally 
a temporary bargain on the basis of certain mutual concessions Customs 
%S, import quotas on natural rubber, and subsidies to local industry 
soon be^an to be given a more and more prominent place in the system 
of recommended measures inderlying U.S. rubber policy. 

The history of Anglo-American competition, and of the simrp 
struggle over rubber, indicates what means the United States resorted 
to in the fight for this important strategic material. She was striving 
all the time not only to get control of world stocks of natural rubber 
and to use rubber to serve the needs of American industry but also to 
do so at the least cost to herself and the highest cost to her partner, the 
United Kingdom. That is why the measures of direct control over 
British rubber exports, imposed by diktat, invariably went hand in 



n6 a pp k I Lukasltev. Imperialisticheskaya borba za poslevoyenniye rynki 
i mocknm (The Imperialist Straggle lor Postwar M^kets and Sources of 

Raw Materials), Me'/hduuarudniye Otuoshomya, Moscow, 194/, p 66. 
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hand with others of a commercial character aimed at lowering the price 
of rubber. 

Considerable amounts of stockpiled natural rubber, plus a developed 
industry for making synthetic rubber, enabled the USA to manoeuvre 
on the world market and in fact dictate prices to Great Britain. There 
were grounds for the frequent comments in the British press that 
Malaysia's economy depended on the price of rubber on the worldmarket, 
and that this price was fixed in New York. 

The American monopolies were also trying to get control over the 
rubber of Indonesia and Thailand. They strove, by means of loans, to 
capture the export of rubber from them and to oust their British com- 
petitors from them. In particular they endeavoured to bring the produc- 
tion of rubber in Thailand under their control. Employing 'aid' under 
Point Four of the Truman Program, the USA concluded military, 
economic, and cultural agreements with Thailand that consolidated 
the American position in that country, especially in her economy. That 
is shown, in particular, by the fact that her main exports, including 
rubber, wore grabbed by big American monopolies. 

In 1951, the USA, employing levers of economic pressure, concluded 
an agreement on deliveries of rubber with the Indonesian government. 
In this case Britain's position was restricted. What U.S. penetration 
into Indonesia, and the increasing subordination of her production of 
rubber to American control, meant for the United Kingdom can be 
seen from the fact that Indonesia produced 432,400 long tonnes of rubber 
in 1948, or 28.5 per cent of the world production of natural rubber in 
that year; in that same year around a quarter of the rubber shipped 
from Malaysia was of Indonesian origin. 110 

A typical illustration of the USA's use of various methods of eco- 
nomic enslavement and seizure of sources of raw materials is the story of 
American monopolists 1 penetration of Liberia, where conditions were 
favourable for the production of rubber. One of the initiators of the 
conversion of Liberia into a huge rubber plantation was Edward R. Stet- 
tinius, Jr., the Secretary of State in the Roosevelt Administration, 
who, without wailing to wind up his affairs after his replacement in 
the post by James F. Byrnes in 1945, founded a special company to 
develop a new business in Liberia. This company got a concession to 
produce rubber in Liberia until the year 2027, which in itself shows 
what fettering terms were imposed on this small African country. The 
American press subsequently reported that the scale of this new under- 
taking did not justify the hopes placed in it. Nevertheless U.S. business 
continued its 'experiment' in Liberia with the support and encourage- 
ment of the government; 24,500 long tonnes of rubber were produced 
there in 1948 as against the 2,600 long tonnes a year in the period 1934-8; 
in the mid-1960s Liberian production rose to 50,000 long tonnes. 117 



116 Economic Cooperation Administration. Special Mission to the Unite 1 
Kingdom. The Sterling Area. An American Analysis, prepared under direction uf 
John M. Cassels (London, 1951), pp 634, 635. 

117 The Sterling Area..., p 634; United Nations. Statistical Yearbook IS, 4 
(U.N., New York, 1975), p 143. 
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Liberia's great economic and political dependence on the United 
Slates was exploited for that purpose, and U.S. ruling circles treated 
it as one of their strategic bridgeheads on the African continent. 

The total commercial turnover built up by the American Firestone 
Tire and Rubber Company, which had been operating earlier in Liberia, 
and had obtained a concession of a million acres (400,000 hectares) 
increased year by year. The concession had been obtained on enslaving 
terms. Under it Firestone had to pay only $2.4 a year per every 
100 hectares of worked land. The fact that the Morgan group played 
the dominant role in American capital's penetration of Liberia deserves 
attention. The magnates of the U.S. steel industry did not spare funds to 
convert Liberia into a profitable object of economic expansion, and to 
tie her hand and foot. 

In the early 1960s at least 30 American companies were operating 
in Liberia, among them R.G. LeTourncau, Inc., Raymond Concrete Pile 
Co.. the Libcrian company for the production of cocoa, coffee, and 
rubber controlled by Stettin ins Associates-Liberia, the 13. F. Goodrich 
Co.. and subsidiaries of Texas Oil and Socony Mobil Oil. 118 Their 
operations made it possible to increase American investment in Liberia 
to $&5 million (the official figures, moreover, being clearly understated). 
All this was accompanied with the building of facilities of a far from 
civilian purpose, such as big aerodromes thai, were of interest to the 
American War Department rather than Liberia. 

Liberia's great dependence on American capital was due lo the 
fact that her investments laws were exceptionally favourable for the 
USA. They provided, for example, for investors to he able to export 
their income without limitations of any kind. Since the American 
dollar was legal tender in Liberia, American investors got terms for 
the investment of their capital thai differed little from typically 
colonial ones. To that we must add that income tax was exceptionally 
low for American companies — not more than 25 per cent — and in some 
cases they were freed completely from taxes. 

American companies in Liberia also invested their capital in working 
her very rich deposits of iron ore, which were almost exclusively at the 
disposal of overseas capital. Thomas Breen, of the American Inter- 
national Trust Co., said with justification: 'About a thousand companies 
have also made Liberia their corporate headquarters, and the majority 
arc American-owned.' 11 " 

All this is a typical example of the economic pillaging of the wealth 
of economically underdeveloped countries by foreign capital. And it 
took place in conditions when Liberia was experiencing ■ ule need 
for funds to develop her industry and agriculture and improve the 
material well-being of her population. 

The United States of America thus controlled almost the whole of 
the natural rubber sold on the capitalist market. She did so largely 
by exploiting a price policy in the light against her main competitor, 

118 The Wall Street Journal. 24 October 1958. 
Ibid. 
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the United Kingdom, and through direct penetration by American 
capital of the countries that were its richest sources (Malaysia, Indonesia. 
Thailand, etc.). 

The direct, investment of U.S. capital in rubber plantations did not, 
of course, compare in any way with the foreign investments of the oil 
companies. Nevertheless U.S. monopoly capital won important positions- 
in this held. A marked proportion of the rubber imported by the 
United Slates came from American companies and their affiliates 
abroad; in 1053 Ihev were 15 per cent of U.S. total imports of 
rubber. 120 

During World War II, as we have already pointed out, a developed 
synthetic rubber industry arose in the United States, and protectionist 
measures were taken to encourage it. Other measures were also employed 
from time to time to increase it. In 1948. for example, American indus- 
try 'was required by law to use 222 thousand long tonnes of general 
purpose synthetic in the transportation field', i.e. predominantly on 
road haulage, in the course of that year; consumption was actually 
243,000 long tonnes. 121 

The arms race and the switching of industry more and more to war 
lines, especially in connection with the war in Korea, caused a further 
growth in production of synthet ic rubber. I n 1951 the U.S. synthetic rub- 
ber production had nearly doubled compared with 1950. Many factories 
that had ceased production of rubber after World War 11 resumed it 
on an even broader scale. 

The production of synthetic rubber considerably strengthened the 
USA's position and weakened that of Great Britain and France. The 
monopolies importing natural rubber from abroad for the war industry, 
especially the aircraft industry, made huge profits. No fewer profits 
were also made by the monopolies that controlled production of syn- 
thetic rubber, namely major financial monopoly groups like the Rocke- 
fellers, Du Pouts, etc. 

In the postwar decades of American capital's fight to get hold of 
foreign sources of primary materials the lion's share of the profits from 
operations in rubber went to four major American companies engaged 
in the production of synthetic and natural rubber — Goodyear Tire 
and Rubber, Firestone Tire and Rubber, United States Rubber, and 
B.F. Goodrich — all of them closely linked with one or other of the 
major U.S. financial monopoly groups. It W&S these groups that ulti- 
mately bossed the show in this field. 

The interests of some of them were closely interlocked. The main 
raw material for the manufacture of synthetic rubber is oil. It means : 
an additional demand for oil products, with all the consequences for 
the oil monopolies' revenues stemming from that. Oil produced in> 
Arab countries, Venezuela, Indonesia, Canada, and African countries 
went lo a considerable extent into the production of synthetic rubber in 
the Du Pont enterprises, which controlled around a quarter of the 
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production facilities of the whole U.S. chemical industry after World 
War II. 

The Du Pont corporation operated in close collaboration with 
other big U.S. industrial monopolies, to which it sold its product. To- 
gether they pillaged broad strata of the public by fixing high prices for 
their goods, especially tyros and many typos of rubber articles. The 
link took the form of a close interlocking of their capitals. Du Pont, for 
example, had a 23 per cent interest in General Motors, the biggest 
producer of motor cars in the world. It also controlled the biggest 
rubber company, United States Rubber, and several other firms. 

The growth of Du Font's influence led to its directly or indirectly 
controlling a production apparatus after World War II with a capital 
valued in 1948 at $6, 469,800, 000. 122 It is not surprising, therefore, 
that when the question of its 'operations' arose, since this powerful 
concern often did not allow for the anti-trust laws, its shares did not 
sag on the stock market. Everyone knew from experience that none of 
the suits brought against it in the court would have any consequences, 
or at best a small hne. There was a case in 1942, for example, when this 
corporation (which controlled assets worth billions of dollars) paid 
a fine of only $65,000 for breach of the price laws. 

The hearing of any suit against the Du Ponts was generally dropped 
during the Korean war on the simple grounds that it might, in the view 
of U.S. official circles, affect its production of munitions for the Army 
and Navy. 

The huge government military orders being fulfilled by Du Pont 
(in which the production of rubber had a big place) led to its income 
rising significantly. In 1949 alone its net profits were 3213,600,000, 
after payment of taxes and other duos. 

The heads of this huge corporation, which is justly called the 
Du Point Empire in the U.S. economic literature, themselves did not 
conceal that its rapid oxpansion was duo to its colossal, constantly 
growing profits. As for the rapid growth of its capital investments, their 
main cause, they declared, was undoubtedly the attractive force of 
profits. 

The facts cited above show the direct link between the pillaging of 
other countries' oil, control over the production and distribution of 
rubber, and the huge profits obtained by the oil companies and the 
Du Pont chemical concern which controls the production of synthetic 
rubber and the import, of natural rubber into the USA. 

4.3. The U.S. monopolies' fight to dominate other 
raw material markets 

After the war the USA became dependent on imports of several types 
of primary commodities (in addition to those mentioned above), in 
particular tin, zinc, chromium and manganese ores, copper, alumi- 
nium and nickel (see Table 6.15). 

122 See Monopolii segadnya (Monopolies Today), Moscow, 1951, p 63. 
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Tn spite of the fact that her dependence on import ^"^^ 
fell she had a high interest in securing access to ^P 0 ^*.™ ot,ier 
countries and organising a continuous supply for ^ 

Another reason for American monopolists drive to get materials 
from « was their striving to bring the economies and so the policies 
of the countries concerned under their control. 



Table 6.15 

Growth of U.S. Imports of Selected 
Primary Commodities, 1950-1960 
(percentage of consumption) 



Table 6.J6 



Mining of Tin in Capitalist 
Countries, 1943-1965 

(percentage of 1937) 



Commodity 


1950 


I960 


Tin 


100 


100 


Platinum, etc 


91 


95 


Chromium 


100 


94 


Manganese 


77 


92 


Nickel 


99 


88 


Aluminium 


71 


77 


Lead 


59 


59 


Zinc 


37 


54 


Uranium 




47 


Copper 


35 


9 



1937 


196,500 tonnes 


1943 


69.1 


1946 


44.4 


1949 


81.2 


1950 


82.8 


I960 


67.4 


1965 


75.9 



Source: National commission on Ma- 
terials Policy. Interim Report 
(U.S. Oovt. Printing Office, 
Washington, D.G., 1972). 



Source: A. A. Santalov. Op cit-t 
p 350; KopilalUticheskii/e t 
rtjivivayushchiyesyi xtrany 
(Capitalist and Developing 
Countries), P0liti7.dat, Moscow, 
1073, p 53. 



Tin is a strategic material. 
Although production of alumini- 
um and various alloys that replace 
tin was increasing i n the early 60s, 
and it no longer played the same 
role as before, it still had an 



important place as a primary commodity used in war industry, rin produc- 
tion in the capitalist world for nearly three decades (1937-65) is shown 
in Table 6.16. The figures indicate that although production declined 
tin was still being mined in large quantities. At the same time the 
USA was wholly dependent on imports of it. In the period concerned 
countries like Bolivia, Malaysia, and Indonesia remained important 
suppliers but the intensification of exploitation affected both the volume 
and the ratio of production and exports of this valuable metal. 1 he 
U S policy of crude pressure on Bolivia, for example (after nationali- 
sation of its tin industry in 1952), which was expressed in particular m 
a limitation of imports and dressing of Bolivian ore, led at times to a 
reduction of tin mining there. . 

That was because Bolivia was the sole rich source known in tne 
Western hemisphere. The USA, while striving to get full control over 
Bolivian tin, had mado the International Tin Control Scheme 
(which had existed 1 between Britain, the Netherlands, and Bolivia since 
1931 and which 'was joined by several other countries, including 
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Belgium and France) virtually inoperative during the war, and alto- 
gether a dead letter in 194(3 (when the International Tin Committee was 
dissolved). The Scheme had provided for regulating production so as 
to maintain high prices. 

What had happened with rubber, also came about with tin. 

The USA found agreements of this kind that to an extent protected 
the interests of tin-producing countries restrictive for itself. The first 
article of the tin agreement said, for example: 

The Scheme is intended to .secure a fair and reasonable equilibrium between 

production and consumption with the view of preveulintf rapid and severe 

oscillations of price. 12:1 

During the war Bolivia had already been flooded by American 
experts looking for opportunities to increase tin production and exports 
iOf it to the USA. Bolivia found herself under the constant pressure of 
Wall Street, which had set itself the aim, whatever happened, of getting 
:all Bolivian tin into its hands and finally ousting Great Britafh, which 
St actually succeeded in doing. From 1942 almost tho whole of Bolivian 
tin was already going to the USA. 

If was not just American companies that were involved in this, but 

also the U.S. government. The iatter's involvemonl was not limited 

to political pressure on Bolivia through diplomatic channels, etc.; 

it also directly hnanced the building of plants to process tin concen- 
trates. 

In 1942, for examplo, a big plant to refine Bolivian tin concentrates 
was commissioned in Texas, the building of which had been wholly 
financed by the U.S. government. By building if on American territory 
the USA got. an additional lever against Bolivia, which she did not 
hesitate to use. In deliberately separating Hie production of concentrates 
irom their refining, she had taken a possible increase in tin mining in 
Bolivia i ulo account; The plant itself was big enough to refine approxi- 
mately one-third of the whole capitalist world's prewar production of tin. 
The U.S. government did not want a big modern plant to refine tin 
concentrates to be built in Bolivia, as well, because that would have 
contradicted the American monopolies' whole policy, viz., to keep 
Latin American countries in the position of dependent appendages of 
the L.S. economy. 

The agreements imposed on Bolivia as regards the price of tin were 
a typical example of American capital's imperialist pillaging of the 
natural wealth of economically underdeveloped countries. What it 
meant for Bolivia can be judged from the fact that her revenue from the 
sale of tin was roughly 50 per cent of her budget. Tin played an even 
greater role as a source of foreign exchange, because of the one-sided 
development of the Bolivian economy. Receipts from the sale of tin 
constituted about 80 per cent of Bolivia's rcsorves of foreign exchange. 124 

These figures quite eloquently show why the Bolivian people con- 
sider the question of their tin to be of immense economic and political 
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importance . This is why the indignation of tho broad public, above 
In Bolivian workers, at foreign monopolies' lording it over the country 
lonstantly growing and taking on an essentially an i-impcria list 
% acter and accompanied with demands for nationalisation of the 
un mines. Because of these demands and the increasing protests of 
e miners, who were ruthlessly exploited by US .-controlled mining 
Companies, the Paz Estenssoro government, which came into office m 
bS with broad popular support in April 1952, nationalised the 
main tin mines at the end of that year. 

The profits made by the American-controlled companies that monop- 
olised the mining and marketing of Bolivian tin, and the &W^on 
the exploitation of the workers, refute all statements about the un- 
selfishness of American policy in regard to that country. 

The Bolivian public figure Ricardo Anaya pointed out in his book 
on the nationalisation of" Bolivian tin mines that the three biggest 
foreign companies had made profits two or three times bigger than their 
investment of capital between 1940 and 1946 (the profits of the Argayfl 
de Minas Company were 2.5 times the amount of its capital). - 

The United States of America got her hands on other important 
strategic materials and metals in Bolivia, like tungsten, lead, and 
antimony. The American monopolists also squeezed out considerable 
Drofits by buying up these materials. • 

At the same lime the thousands of Bolivian workers employed n 
the tin mines lived in extreme poverty, getting only between one-nmlh 
and an eighth of the pay of unskilled workers in the USA (the million, 
of whom, not to mention the unemployed, lived m slums and dragged 
out a half-starved existence, according to President Truman). 

Medical studies made in the mines of one of the nationalised com- 
panies indicated that 97.8 per cent of the workers had tuberculosis lbe 
Bolivian doctor. Victor Saravia, estimated that the workers employed 
in the tin mines got less than a third of the calorics they needed in heir 
diet . Their hard" conditions led to the average expectation of life ot 
tin miners being 2ft. 1 " 6 , , 

The United States of America attached great importance to lead 
and zinc when grabbing sources of the most important military-strategic 
materials. Demand for them rose steeply on the U.S. home market in 
the 50s and 60s, while mining lagged markedly behind industry s 
needs The USA nevertheless remained the chief P™ducer of zinc in 
thfca^pitalist world over the whole of that period (800,000 and 994,000 
tonnes respectively in 1960 and 1965. 127 

The USA also held first place in the capitalist world in production 
and consumption of lead. The fight for the main reserves was waged 
in two directions. (1) The USA got control of sources in several cases 
bv investing capital in them, which was the practice particularly in 
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relation to Latin America. (2) The U.S. government, employing means 
> i f T economic P reas »re, banned free export of lead to <W 
tries that had previously exported it. As a result the metal was included 
m the list ol commodities that were banned for free sale or. the market 
In that way the USA got its hands on the greater part of the capital 
flZft A Vof?*™*** sale of lead and zinc in the postwar yea? 
to™* 3 nd .<*edits given to some producer countries on shackling 
terms played no small role in this. A typical example was the plan to 
expand lead mining in Equatorial Africa and Northern Rhodesia in 
exchange for 'aid' under the Marshall Plan. One of the terras for the 

JiVh iTS an mCreaSe in l6a , d P roduction in those areas in accordance 
ni t h re( ? ul f ements ' ^th the result that their mining and smelting 
of lead ores in fact passed under American control g 

str a tP^v U ^i t00k i aCtive ^ ste ? s 10 ge , 1 9 tight * ri P on lead and a" other 
s lategic materials m Tunisia and Morocco. The American mining 

companies Newmont Mining Corp., St. Joseph Lead, and Mines In 
coming owned a controlling share in the North African Lead Company 
the ead mines in Morocco passed under the control of U.S. monopolies" 
which increased production from 60.000 to 66.000 tonnes in 194Q V 
and up to 80,000 tonnes in 1951. Almost all the lead produced lin Tunica 
USA. an ZmC ' man 8' ar,cse ' and eobait, were shipped to the 

, a lp T of e |^ itCd A S r tateS ° f / }™ erica was in ^ntrol of the production and 
sale of lead in Mexico and Canada, and to a large extent in Australia, 
in the same period. Each of these countries yields only to the USA in 
lead production m the capitalist world 

tl,n^ n 0Und a r rter p of tJ ? e total amount of lead used by the USA in 
the 50s came from Canada and Mexico. The lead deposits of North 
America (not counting the USA's own) constituted five million tonnes 
according to the official figures. The total reserves in the S of the 
2!?!2 5S% 8P ^ incI «d«8 ^1 the countries of Latin America! 
were around 15 million tonnes in the 50s, according to the samesources.^ 

worh": ^uS c oTi^: d raore than two - thirds of th > capitaiist 

American capital was involved in designing a dam and 800 MW 
power station on the River Kwilu in Africa. The biggest investors in 
the project were American Olio Mathiesen Chemical Corp. and Kaiser 
M So r„ 9 ? ^?™ cal Corp After World War II the Newmont 

Sn Thp g M P " ? S , h<ireS ° f 8 French flrm minin * lead and 

on he Moroccan-Algerian frontier; in addition, it acquired 35 per cent 

of the capital of two French companies in Equatorial Africa. The 
TrlTT 0 , c °°Pf atlon administration set up in the USA opened a 
C f vera] million dollars for Newmont's operations in 

North and Equatorial Africa, which was covered bv deliveries of 
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strategic materials. Newmont and St. Joseph Lead jointly held half 
of the shares in the two companies operating lead and zinc plants. viz. t 
the Societe nordafricain du plombe and the Societe aigerien du zinc. 

American capital strongly infiltrated Equatorial Africa in the 
fight for sources of minerals. The most vigorous activity there was devel- 
oped by the American investment company. Compagnie minicre de- 
TOgooue, known as Com Hog. The biggest U.S. steel company, United 
States Steel, owned 49 per cent of the shares and capital of Comilog, 
which was founded primarily to exploit the manganese deposits on the- 
Ogowe River. The company's total investment was already $90 million 
at the start of the 60s; under the terms of the agreement half of the 
output was to be automatically put at the disposal of United States 
Steel. 129 

Another American company, Bethlehem Steel, owned 50 per cent 
of the shares in a smaller firm founded to work iron ore deposits in the 
north of Gabon, estimated to contain more than 1,000 million tonnes. 
The French share in this firm was 34 per cent, including 12 per cent 
that represented government investment. Tlie rest of the capital belonged 
to steel firms in Belgium, Italy, the Netherlands, and West Germany.. 
Control over its operations was thus in the hands of the American 
corporation with all the consequences stemming from that. 

The greater part of the bauxite ore exported from Africa in the first 
postwar decades came from mines developed by a subsidiary of Alumi- 
nium Limited, operating in West Africa. Annual output reached 
500,000 tonnes (which was, however, only a quarter of the company's 
production in British Guiana). Formally Aluminium Ltd. was a British 
company; in fact, however, it was part, of a gigantic aluminium cartel 
that operated on an international scale and was closely linked with 
the American monopoly ALCOA (the Aluminium Co. of America) and 
its main subsidiary ALCAN (Aluminium Co. of Canada). 

Aluminium Ltd. had been involved since 1956, through a French 
subsidiary, in working bauxites in the Guinea Republic (French Guinea), 
into which it had put $100 million. That shows that the Guinea Republic's 
economy was largely dependent on American, British, and French 
capital, the first-named playing the biggest role, since it was a matter 
of working valuable source minerals. That circumstance greatly com- 
plicated the young Guinea Republic's struggle for real independence 
and emancipation from the bonds of colonialism in the economic field. 

At the end of the 50s American capital had intensively infiltrated 
the economy of Ghana. Her obtaining of independence led to a change 
in the ratio of British and U.S. capital there in the USA's favour. The 
same occurred, moreover, in other areas of Africa: American capital 
operated through certain British firms, for example, the Aluminium Co. 
Limited. How fettering the terms imposed on Ghana were can be seen 
from the following: the President of Aluminium Limited, insisting on 
the company's receiving 60 per cent of the total profits, declared in 
April 1956 that private capital would be reluctant to go into new areas 
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until it was guaranteed receipt of profits that fully compensated it for 
the risk connected with investment. 

Several British and American firms were engaged in exploiting the 
natural resources of Uganda. They paid more and more attention to 
copper and cobalt. Frobisher Ltd. of Canada, a firm closely linked 
with American capital, was engaged in working the richest mines. 

I n the late 50s and early 60s the USA has snapped up many sources 
of industrially important minerals in the capitalist world, either direct- 
ly or indirectly (viz.. of beryllium, chromium, copper, manganese, 
molybdenum, nickel, platinum, tungsten, uranium, etc.). 

§5. The role of international monetary and credit 
institutions in furthering the expansion of 
American capital 

One of the channels of U.S. economic expansion was the operations of 
the international credit institutions founded in part during World 
War 1(. and in pari afterward. 

The role of American private loans and credits was quite small 
after the war compared with the various forms of government loans 
and credits. American banks and corporations preferred not to risk 
their capital in connection with what they considered a politically 
very unstable si tuationin a number of countries after the war, in particular 
in several West European countries. 

Certain European countries, furthermore, had dropped out of the 
system of capitalism and taken a road of building socialism. The very 
fact of the advent of new socialist states, which meant a blow to the 
whole capitalist system, made American monopolies frightened for 
the fate of their capital. 

To the extent that private capital was still exported in the carly 
postwar years, it was sent primarily to Latin America and Canada, 
and only to separate countries in other parts of the world. The old, 
tested forms of expansion had already proved unsatisfactory for Ameri- 
can imperialism, which was looking for new ways and methods that 
would serve its expansionist plans along with the old ones. It is from 
that aspect that we must consider the founding of international mone- 
tary and credit institutions like the International Bank for Reconstruc- 
tion and Development and the International Monetary Fund. 

5.1. The International Bank for Reconstruction and 
Development 

The International Bank for Reconstruction and Development (com- 
monly known as the World Bank), founded by decision of the United 
Nations Monetary and Financial Conference held at Bretton 
Woods (USA) from 1 to 22 J uly 1944 130 , has served as a very impor- 
tant instrument of U.S. economic expansion. 

1:10 Formally the foundation date of the World Bank was 17 December 1945, 
when the representatives of 29 states signed its Articles of Agreement. 



266 



The idoa of establishing an inter-governmental bank was not new 
in the history of American foreign policy. If came up first among U.S. 
business circles in connection with the injection of American capital 
into Latin America. The first International Conference of American 
States had already adopted a special resolution in April 1890 recom- 
mending the founding of an International American Bank. 131 President 
Harrison recommended the Congress to agree to this proposal, whose 
authors had been U.S. financial-inonopolisticcircles. 

Since the export of American capital to Latin American countries 
through private channels presented no risk then, practical steps to 
found the bank were not pushed. The matter was raised repeatedly, 
nevertheless, at the next Conferences of American States at which 
resolutions were passed in favour of establishing an Inter-American 
Bank. The last decision of that sort was the recommendation of the 
Inter-American Financial and Economic Advisory Committee (an 
agency of the Pan-American Union), adopted in 1940 together with a 
draft charter of an Inter-American Baiik. The Committee worked under 
the guidance of experts of the U.S. State Department, Treasury. Federal 
Reserve Board, and Federal Loan Agency. The project for the bank, 
drafted in fact lo American dictation, was signed by the U.S. 
representatives on 10 May 1940 and presented to the Congress, for 
adoption, by President Roosevelt. 1 *- 

This proposal, like that on establishing an I nfer- American Stabili- 
sation Fund, adopted the next year at the Conference in Rio de Janeiro, 
was not carried out then because the development of the war in Europe, 
and then the USA's entry into the war after Japan's attack on Pearl 
Harbor, had altered the situation. The delay, however, not only did 
not lessen U.S. industrial and financial circles' appetite for the establish- 
ment of an inter-governmental financial agency, but, on the contrary, 
whetted it. 

In the new situation U.S. monopolist circles were no longer sal isncd 
by the idea of a regional bank such as the inter-American Bank would 
have been. In its place there arouse the idea of a similar international 
organisation; government institutions, and persons closely linked with 
the major American monopolies, in particular Henry Morgeuthau, 
Secretary of the Treasury in the Roosevelt Administration, began to 
work on a project. The American proposals for the founding of an 
international bank, which underlay the decisions of the Bretton Woods 
Conference, in general reproduced the main provisions of the scheme 
for the Inter- American Bank. 

It is also of interest to recall certain facts from the history of the 
origin of the World Bank, since they indicate the unsoundness of U.S. 
official circles' allompts, and thoso of American economists, to present 
matters as if the idea of the hank had arisen only during the war and 
had been dictated by U.S. altruistic intentions to help the countries 
suffering from the war to revive their economies by means either of 

131 Sec K. F. Mikesell. United States Economic Policy and International Rrla- 
tions (McGraw-Hill. Xew York, 1952), p 193. 
Ibid., p 11*4. 
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credits opened directly by the bank, or of private credits guaranteed 
by it. The roots of the idea were linked, in fact, with the vested selfish 
interests of American capital. 

Already in the course of the Bretton Woods Conference, at which 
the American delegation introduced its proposals, it was not difficult 
to understand what U.S. financial-monopolistic circles were after in 
setting up an international bank. It was already clear then that the 
projected bank was thought of as a body wholly subordinate to the 
USA, and in fact an appendage of the biggest American banking groups. 

The agreement adopted by the Conference, which was de facto the 
charter of the Bank, and its subsequent operations (it officially began 
to function on 25 June 1946) showed that it justified the hopes of its 
initiators and served their interests. 

In accordance with its Articles of Agreement the purposes of the 
Bank were (Article I): 

(I) To assist in the reconstruction and development of territories of 
members by facilitating the investment of capital for productive purposes, 
including the restoration of economics destroyed or disrupted by war, the 
reconversion of productive facilities to peacetime needs and the encouragement 
of the development of productivity 1'aciliLies and resources in less developed 
countries; 

(II) To promote private foreign investment by means of guarantees or 
participation in loans and other investments made by private investors; and 
when private capital is not available on reasonable terms, to supplement pri- 
vate investment by providing, on suitable conditions, finance for productive 
purposes out of its own capital, funds raised by it and its other resources; 

(lit) To promote tin: long-range balanced growth of international trade 
and maintenance of equilibrium in balances of payments by encouraging in- 
ternational investment for the development of the productive resources of 
members, thereby assisting in raising productivity, the standard of living and 
conditions of labour in their territories; 

(TV) To arrange the loans made or guaranteed by it in relation to internation- 
al loans through other channels so that the more useful and urgent projects, 
large and small alike, will be dealt with first; 

(V) To conduct its operations with due regard lo I he effect of internation- 
al investment on business conditions in the territories of members and. in 
the immediate postwar years, to assist in bringing about a smooth transition 
from a war-lime to a peace-time economy. 133 

The formulation of the Bank's aims, especially points (IV) and (V), 
already showed that it (and in fact those who are in charge of it) should 
'co-ordinate' the loans it granted with those obtained through other 
channels, and that the question of whether or not a loan was needed 
was consequently to be decided by those in whose hands the Bank lay 
rather than by the country applying for it. 

The same must be said of the point about the need to guarantee that 
'the more useful and urgent projects 1 would be dealt with first. In 
that case it would not be the country that would decide the question 
of the employment of the loan at its own discretion but those who were 
in command of the Bank (i.e. American financial-industrial groups). 
It was the latter who would decide which projects were 'more useful' 



133 Final Act of the U.N. Monetary and Financial Conference. Bretton Woods, 
July 1-July 22. 1944. United Nations Documents, 1941-U45 (Royal Institute of 
International Affairs, London, 1947), pp 65-fiO. 
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and 'urgent'. Tn practice the U.S. representatives controlling the Bank's 
operations decided these matters, taking into consideration not the 
interests of the country concerned, even though it had asked for the 
loan, but whether or not it corresponded to the interests of U.S. finance 

capital. . 

The reminder in point (V) about 'duo regard to the effect Of inter- 
national investment on business conditions in the territories of mem- 
bers' was a barely concoaled instruction for the Bank to intervene in 
countries' internal affairs and to dictate to the recipients of loans 
through the Bank how they were to use them, what changes they would 
have to make in their economies, by means of the loans, and so on. 
At the same time this point also brought out the real plans of the U.S. 
financial oligarchy to employ the Bank for its own selfish ends. 

As for the instructions on the need 'to assist in the reconstruction ... 
of members', 'to promote the long-range balanced growth of inter- 
national trade', and 'to assist in bringing about a smooth transition 
from a war-time to a peace-time economy', they were nothing more 
nor less than tricks to gloss over the real essence of the Bank's aims. 
The high-flown terminology was meant to deceive public opinion by 
giving a false glow to the real aims that its initiators associated with 
the foundation and operations of i.ho institution. Right from the start 
the Bank was not only not omployed for reconstruction of members' 
economies and for 'a smooth transition from a war-time to a peace-time 
economy' but, on the contrary, served to give their economies a one- 
sided direction by strangling industries whose development did not suit 

U.S. monopolies. 

The distribution of votes indicated what the World Bank really 
intended to do. A system of voting was laid down whereby each country's 
number of votes depended on the amount of its capital in the organi- 
sation. Each country received 250 votes and an additional voto for every 
$100,000 subscribed. According to its official accounts, the United 
States had 38.1 per cent of all the votes at the Bank's foundation, the 
United Kingdom 15.6 per cent, and France 6.3 per cent; the USA, 
U.K., and France together had almost two- thirds of the votes, i.e. the 
USA plus its Allies received a majority in the Bank and at the same 
time the opportunity to dictate their will to the rest of the members. 134 

In the years following the United States and the other major indus- 
trial capitalist countries continued to hold a dominant position in the 
Bank in spite of a certain reduction in their share in the capital and 
total number of votes. This inequality in distribution of votes, plus the 
clearly expressed pro-capitalist orientation of the Bank's aims once 
more legalised, as it were', the international principles of the operations 
of capital, viz., by force and might, in accordance with the interests 
of the predominant financial groups. A feature here was that it was 
done in opposition to the principles of the United Nations, because it 
was quite evident that this practice was discriminatory and contradicted 



1:11 International Bank for Reconstruction and Development. Third Annual 
Report, 1947-1948 (World Bank, Washington, D. C, 1948). 
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the principle of the sovereign equality of states written into the U.N. 
Charter. 

Furthermore, the USA 'saw 1o it' that the United Nations was 
deprived of any real chance of influencing the direction of the Bank's 
operations. According to the agreement between the United Nations 
and the Bank, confirmed by the second session of the U.N. General 
Assembly, the link between them was a rather formal one for the Bank. 
It applied to its operation, but did not exclude the West's efforts to 
impose its pro-capitalist principles of activity on the U.N. in economic 
and social matters. The United Nations had no right even to make 
recommendations to the Bank about its operations, since the whole 
relationship was reduced in the agreement to mutual consultation. 
Recommendations were only possible by preliminary mutual agree- 
ment. Article IV of the Agreement said: 

Neither organi zali< n, nor any of their subsidiaiy bodies, will present any 

forma] recommendations to the other without reasonable prior consultation 

with regard thereto. 135 
And further: 

The United Nations recognizes lhal the action to be taken by the Rank on any 
Joan is a matter to be determined by the independent exercise of the Bank's 
own judgement in accordance with ll tc Bank's Articles of Agreement. The 
United Nations recognize.--, therefore, that it would be sound policy to re- 
frain from making recommendations lo the Bank with lexpecl to particular 
loans or with respect to terms of conditions of financing by the Bank. 130 
The agreement with the United Nations said that while it had no 
right lo make any recommendations as to the Bank's operations, it 
did have the right 'to make recommendations wiLh respect lo the 
technical aspects of reconstruction or development plans, programmes 
or projects'. 1:17 

The granting of the right to the United Nations to make recommen- 
dations to theBank about, its operations (though not to make any radical 
changes), it should he noted, at least provided a greater chance to 
expose its activity as an instrument in the hands of American monopo- 
lies. The position created in connection with the agreement between the 
Bank and the United Nations made it possible to conceal from the 
public the real character of the former's operations, since the United 
Nations only takes note of the information reports received from 
it. The World Bank, however, tries to cover its operations with the 
authority of the United Nations: when necessary, it influences the 
forms and methods of the decision of economic and national matters, 
and the operation of separate U.N. programmes, e.g., the programme of* 
technical aid for developing countries. 

The whole system of agreements affecting the World Bank was so 
built that control over all aspects of its operations was directlv or 
indirectly in the hands of the USA. Article Til of the Articles of Agree- 
ment adopted at the Bretton Woods Conference, for example, contains 
a detailed list of the conditions on which 



135 Yearbook of the United Nations, 1947-48 (U.K., New York, 1049). p 872. 

136 Ibid., p 873. ' 1 
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the Bank may guarantee, participate in. or make loans lo any member or any 
political sub-division theteof and any business, industrial, and agricultural 
enterprise in the territories of a member. 138 
hese provisions laid down that the Bank must do so that loans were 
intended for 'definite objects', the terms of the granting of loans wero 
'reasonable', etc. Decisions relating to the terms of loans were put 
wholly in its hands. 

Furthermore, the same agreement gavcthe United States the opportu- 
nity to exercise control over the granting of loans in another way. 
Article IV says that the Bank may borrow funds or guarantee loans 
only with the appioval of the member in whose markets the funds are raised 
and the member in whose currency the loan is denominated, and only if those 
members agiee that the pioceeds may be exchanged for the cuirency of any 
other member without rest! iction. 129 

This same system of inequality and American domination was con- 
solidated in the way the Bank is governed. 

The activity of its Board of Governors, which decides all the main 
matters of its operations (reduction or increase of capital, expulsion of 
countries from membership, the carrying out of decisions on questions 
of interpretation of the Articles of Agreement, conclusion of agreements 
on co-operation with oilier international organisations, decision of 
matters on the distribution of the Bank's assets and net profits, etc.), 
has proved in practice to be controlled in essence by the USA. 

The same has to he said about the composition of the Executive 
Directors, the World Bank's executive body, consisting of 20 directors, 
five of whom are permanently appointed by the members with the 
most shares (i.e. the USA, United Kingdom, and France), and 15 elected 
by the Governors representing the other members. The votes of the 
USA, plus those of its dependent stales, guarantee it an absolute majority 
among the Executive Directors, who are responsible for the Bank's 
current business. 

As for the Bank's President, this post was occupied for many years 
by representatives of major American banking and industrial monopolies 
(Eugene Black, Vice-President of the big Rockefeller Chase National 
Bank; John McCloy, director of Union Pacific, one of the biggest rail- 
road companies, and former American High Commissioner of Germany; 
Eugene Meyer, publisher of The Washington Post and President of a 
large American radio company; and later by Robert McNamara, 
former President, of Ford Motor and U.S. Secretary of Defence). 

The whole structure of the World Bank's administration and the 
organisation of its apparatus are calculated to put control of its oper- 
ations in U.S. hands, from the decision of major matters of the granting 
of loans to current organisational activity. 

U.S. monopolies got an important instrument of expansion in the 
World Bank, a kind of financial and credit counterweight to the noble 
political principles embodied in U.N. Charter, which reflected in sub- 
stance the epoch-making victory of the democratic and liberation forces 

**■ United Nations Documents, 1941-1945 (Royal Institute of International 
Affairs, London, 1047), p 89. 
139 Ibid., p 71. 
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in t he light against fascism. To the logic and principles of the organisa- 
tion of the world on a new foundation (sovereign equality, non-inter- 
vention, etc.), which took into account the character of the balance of 
political and class forces on the international scene, monopoly capital 
counterposed its own logic and principles (according to financial 
strength, on the basis of diktat and pressure), embodied in the charter 
and practice of the World Bank, in which the USA has the decisive 
position. 

5.2. The International Monetary Fund 

The USA also widely exploits the International Monetary Fund (which 
the Bretlon Woods Conference decided in July 1944 to establish simul- 
taneously with the World Bank) for its ends of expansion. Officially the 
IMF was founded on 27 December 1945, i.e. when the ratified credentials 
of the representatives of states whoso contributions constituted 80 per 
cent of the total fund were deposited for safe-keeping. The Fund began 
monotary operations on 1 March 1947. 

Like the World Bank the IMF also has its own curious history. 
Typically, tho USA used the experience of its relations with the 
■countries of Latin America in this case as well; during World War II 
it had concluded a number of bilateral agreements with them with the 
aim of regulating the exchango rates of thoir currencies, when the 
position of thoir finances caused damage to American monopolies. 
Washington, however, considering the position, which was favourable 
for the USA, was no longer satisfied by palliative measures in respect 
of separate countries. Tho U.S. government, therefore, was ready, on the 
eve of the conference of Ministers of Foreign Affairs of the American 
Republics in January 1942, to establish a special international body to 
deal with the stabilising of curroncics, and at the conference proposed 
that the Government? of the American Republic? participate in a .special con- 
ference of Ministers of Finance or their representatives to be called for the 
purpose of considering the establishment of an international stabilization 
fund. 140 

At the same time the U.S. Treasury was working on the project 
for such an international institution. Instead of a plan for establishing 
a regional body with membership only of countries of Western hemi- 
sphere, one was already drafted for a broader international agency. 
During the preliminary negotiations the American proposals were 
amended somewhat, mainly in the interests of the British. 

The British representative Lord Keynes introduced proposals for 
establishing an international clearing union. The main difference 
between the two plans was that the American one permitted changes 
of the parity of currencies only in exceptional cases and with the approv- 
al of four-fifths of the votes of all members of the Fund, while the British 
proposals were more elastic, and permitted correctives at the discretion 
of the country directly interested. As for the quotas to the Fund the 

1,0 T.eland M. Goodrich (Ed.). Documents on American Foreign Relations, 
Vol. 4, (World Peace Foundation, Boston, 1942), p 317. 
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gritish proposals also differed from the American, mainly in fixing 
them in accordance with a country's volume of foreign trade. 

If the British proposals had been accepted Great Britain's original 
quota would have been more than $4 billion, and would have become 
even bigger subsequently; under the plan adopted at Bretton Woods 
it was only $1,300 million. Since, under Keynes' plan, a country would 
have the right to get short-term loans from the Fund to a total exceeding 
its quota by three-quarters, Britain was clearly trying to get a more 
favourable position for herself. But that just did not correspond to the 
interests of American financial circles, who were trying, through estab- 
lishment of the Fund, to increase the dependence of the British economy 
and linances, and those of other members, on the USA, rather than to 
weaken it. The USA insisted on another plan of quotas which gave her 
a large preponderance over Great Britain, whose quota was fixed at 
even less than half of the American, and also on stricter terms for utilis- 
ing the Fund's resources, and several other provisions favourable for 
the USA but unfavourable for the United Kingdom. 

This divergence of views reflected the antagonistic interests of the 
USA and United Kingdom stemming from their economic positions 
which had undergone major changes as a result of the war. Keynes' 
proposals on matters of parity and quotas had the aim of preserving 
certain means of resisting U.S. economic pressure in Great Britain's 
hands. 

The draft project was based essentially on tho American proposals 
which were also later the basis of tho agroomont on establishing the 
International Monetary Fund. 

Officially the purposes of the Fund, as defined by Article I of its 
Articles of Agreement, are as follows: 

(I) To promote international monetary co-operation through a permanent 
institution winch provides the machinery for consultation and collaboration on 
international monetary problems; 

(II) To facilitate the expansion and balanced growth of international trade, 
and to contribute thereby to the promotion and maintenance of high levels of 
employment and real income and to Lhe development of the productive re- 
sources of all members as primary objectives of economic policy; 

(III) To promote exchange stability, to maintain orderly exchange arrange- 
ments among members, and to avoid competitive exchange depreciation; 

(IV) To assist in the establishment of a multilateral system of payment* 
in respect of current transactions between members and in the elimination of 
foreign exchange restrictions which hamper the growth of world trade; 

(V) To give confidence to members by making the Fund's resources avail- 
able to them under adequate safeguards, thus providing them with opportuni- 
ty to correct, maladjustments in their balance of payments without resorting to 
measures destructive of national or international prosperity; 

(VI) In accordance with the above, to shorten the duration and lessen 
the degree of disequilibrium in the international balances of payments of 
members. 141 

Like the International Bank for Reconstruction and Development, 
the International Monetary Fund is largely controlled by U.S. capital. 
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The structure of the IMF's executive tody, the Executive Directors 
like that of the "World Bank, allows the United States and the other 
major capitalist countries to subordinate its operations to themselves 
The principles on which the Fund's Articles of Agreement are based 
are such that the USA has the opportunity to control its operations 
almost completely, and to direct it at its discretion. Since a country's 
influence in the decision of matters relating to the Fund's operation* 
is determined by the size of its quota, the USA. having the biggest 
quota, got the opportunity to exercise a commanding role. In the early 
years of its operation she had 30.51 per cent of the total votes of all 
members. The share of the USA and United Kingdom together came 
to ol.3 per cent of the total votes. 14 * 

The United States got the chance, through the Fund, of directly 
influencing the par value of members' currencies. The Articles of 
Agreement adopted by the Brotton Woods Conference (Art. IV) provided 
that 'the par value of the currency of each member shall he expressed 
in terms of gold ... or in terms of the United States dollar'. 143 on terms, 
moreover, favourable to the United States. A country could alter the 
par value of its currency 'only after consultation with the Fund'. 144 
In other words, it was not free to decide this matter without the agree- 
ment of the United States. And if it decided to utilise its sovereign right 
and change the par value of its currency, then 'under the Articles', it 
would 'be ineligible to use the resources of the Fund', 145 and could 
'be required to withdraw from membership in the Fund'. 146 

These facts show that the IMF was conceived from the start as an 
important lever of the economic and social expansion of capital. The 
Fund was used, and continues to be used, as a channel for the expansion 
of American capital on terms essentially dictated by the United States 
as a means of implementing her foreign policy. 

It is not surprising that, among the demands for a reconstruction 
of international economic relations on a just and democratic basis 
that have occupied a prominent place in the work of the United Nations 
and other organisations in recent years, great importance is also attached 
to reconstruction of international monetary and credit system. The 
principles of the working of the World Bank and the IMF, outlined 
above, which are displayed in their concrete transaction are coming 
more and more into contradiction with the principles of equality and 
co-operation that have become firmly established in the world thanks 
to the constructive activity of the diplomacv of socialism, and growth 
of the authority and might of the anti-imperialist forces. 



n/ 42 4«!-m- Ann XKnS port of the Execut ™* Directors, 1950 (IMF, Washington, 
D.C., 1950), pp 104-107. 

143 United Nations Documents, 1941-1V45, D 33 

144 J bid., p 34. 
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14B Ibid., p 54. As happened with Czechoslovakia, for example, in 1954, after 
it carried out a monetary reform and altered the par value of the koruna, which 
(it goes without saying) was only an excuse for the Fund's taking such a decision 
in respect of a socialist country. 
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5.3. Expansion by means of international organisations 

The operations of the World Bank and of the IMF were criticised right 
from the start; one criticism (in the words of the American economist 
Charles Kindlebergcr) was 'that the institutions were inadequate to 
meet the economic problems of the postwar world'. 147 But what ade- 
quacy can it be a matter of. when these monetary and credit institutions 
were established primarily to facilitate the expansion of U.S. monopoly 
capital? They have endeavoured to force the postwar world s mam 
economic problems into the narrow bed of the class interests of the 
American monopolies, and to erect the building of the postwar economy 
on that site on the American model. . 

The activity of the IMF, and of the World Bank and its affiliates 
(the International Development Association and the International 
Finance Corporation), has had a clearly pronounced political character. 
From the days of their foundation the United States has used the Bank 
and the Fund to cover the American monopolies' policy of economic 
and political enslavement of other countries, and to legalise the capital- 
ist principles of business at the level of international organisations, 
including use of the authority of the United Nations, to grab and develop 
new markets, subordinate sources of materials to themselves, and 
extend the sphere of investment. 

The first decades of the Bank's operation thus confirmed that not 
only it did not promote growth of international trade, but, on the 
contrary, was an instrument employed to disrupt international trade,, 
and to practise discrimination against socialist countries and progressive- 
regimes in developing countries. 

The Bank decides all matters, as is clear from its basic documents, 
not in accordance with how much a country needs a loan hut on how 
the major monopolies deem it expedient to use its resources at a given 
time, and the main criterion by which they are guided is whether the 
granting of a loan to a country meets their plans for its economic and 
political subordination, the extraction of profit, or use of its resources 
or territory for military preparations. All the Bank's practical activity 
is subordinated to these requirements. 

When we analyse the purpose of the Bank's loans and their geo- 
graphical distribution and use from its official reports, we find that they 
are primarily made to countries allowing for the political and military- 
strategic interests of the monopoly capitalists of the USA and other 
industrial capitalist countries, and of the biggest corporations, and 
their drive for maximum profits. 

No other person than President Truman said in one of his messages 1 - 

to the Congress, in which ho asked for S7.9 billion to finance the Mutual 

Security Program: . , . 

We shall continue lo encourage, to the maximum extent possible, the in- 
vestment of private capital for economic development abroad, and we shall 
continue to relate outlays under the Mutual Security Program to the loans 
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being made by the Export-Import Bank and the International Bank for Re- 
construction and Development. 148 

President Truman spoke of the Bank as of an actual branch of Wall 
Street, lie had expressed a similar point of view in September 1951 
at the opening of a joint session of the International Bank for Recon- 
struction and Development and the International Monetary Fund. The 
U.S. Secretary of the Treasury John W. Snyder, who spoke after Presi- 
dent Truman, also called on the meeting to reconcile itself to the idea 
that the Bank should serve the arms race, a demand that he cloaked 
with hypocritical phrases about 'defence needs'. Snyder declared that 
the aims of defence at that time could create special problems for the 
Bank's development projects, because the defence programme 'com- 
peted' with mombers' ordinary civilian needs. 

Hugh Gaitskell, then British Chancellor of the Exchequer, fully 
supported President Truman and Snyder, and for his part called on the 
meeting to understand the need to put the Bank at the service of NATO's 
military plans. 

The following facts show what purpose the World Bank in fact 
served. By the mid-60s the number of members had grown from the 
original 44 to 106 (July 1967), mainly from among developing 
countries in Asia and Africa. But the USA and other industrialised 
capitalist countries, whose share in its capital had only declined slightly 
in that period, continued to occupv a dominant position in it (see 
Table 6.17). 

Table 15.17 



Quotas of Members of the International Bank 
for Reconstruction and Development 



Countries 


1947 


1967 


$ million 


Per cent 


$ million 


Per cent 


Industrial capitalist coun- 










tries 


(1,672 


80.2 


17,086.7 


74.8 


USA 


3,175 


38.1 


6,350 


27.8 


United Kingdom 


1,300 


15.6 


2,600 


11.4 


West Germany 






1,280 


5.6 


France 


525 


6.3 


1,050 


4.6 


Italy 


180 


2.2 


666 


2.9 


Developing countries 


1,651.5 


19.8 


5,763.1 


25.2 


in Asia 


1,221.1 


14.8 


3,179.6 


13.9 


Africa 


56.3 


0.8 


983 ,4 


4.3 


Latin America 


334.1 


4.0 


1,600.1 


7.0 


Total 


8,323.5 


100.0 


22,849.8 


100.0 



Source: International Bank lor Reconstruction and Development. Annual 
Report, 1047-1948 (World Bank, Washington, O.G., 1948); Idem, 
Annual Report, 196G-J967 (World Bank, Washington, D.C., 1967). 
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The whole structure of the Bank's administration and the organisa- 
tion of its apparatus, as we have already remarked were calculated to 
concentrate actual control over all its operations, from the decision ol 
major matters of the granting of loans to the current organisational 
Avork of its machinery, in the hands of the USA. 

In spite of the change in quotas and ratio of votes, the picture was 
not. on the whole, altered essentially. Although the share of the indus- 
trial capitalist countries had declined to 69.5 per cent m 19b; (Irom 
76.2 per cent in 1947), the major ones still had a decisive role, lne 
share of the USA was 25.0 per cent, that of Great Britain 10 o per cent, 
that of France 4.2 per cent. At the same time the Federal Republic ol 
Germany and Japan had received 5.1 and 3.1 per cent of the voles 
respectively (they were not members when the Bank was louncieci). 

On the whole the number of votes of developing countries had risen— 
to 30 5 per cent against 23.8 per cent in 1947, the share of Asian coun- 
tries having increased slightly (14.7 and 13.9 per cent) that 0 r Latin 
American countries having even declined slightly (8.3 and 8.8 per cent), 
while African countries' share increased (7.5 per cent against 1.1 per 
cent in 1947). ut » 

The World Bank granted loans mainly to countries whose govern- 
ments pursued a home and foreign policy that corresponded to the 
interests of the imperialist powers. In 4961, for instance, it re used 
Indonesia a loan on the grounds that she had not liquidated her indebted- 
ness to the Netherlands, although she was not, in fact, guilty ol incur- 
ring the debt. . . 

In 1950 Poland, whose economy had suffered enormous damage during 
World War II was refused a loan to restore her national economy. At the 
same time big loans were made to France, the Netherlands, and certain 
other West European countries, from which it was obvious that tlie 
Bank was guided in its 'financial transactions' by purely political 
considerations. . . 

The independent home and foreign policy pursued by revolution- 
ary Cuba was the reason for refusing her a loan through the W orld Bank. 
In 1961 Cuba ceased to be a member of it. 

From the beginning of the Bank's operations, i.e. the end ol the 
40s, right up to the mid-50s, funds were paid out largely to indus- 
trialised capitalist countries and a limited number of developing 
countries, mainly in Latin America. - 

According to the figures for 30 June 1958 the W : orld Bank made six 
loans to the United Kingdom totalling $193 million, three to France 
totalling $267.3 million, five to Italy totalling S239.63 million, seven 
to Belgium totalling $160.8 million, three to the Netherlands totalling 
$221.5 million, six to Australia totalling $317,73 million eleven to 
Japan totalling $154.9 million, ten to Brazil totalling $182.o million, 
ten to Colombia totalling $106.3 million, and so on. 

The big loans of $250 million to France and $221,5 million to the 
Netherlands, made by the Bank in 1947, deserve particular note. 

i4» International Bank for Reconstruction and Development - Annual 
for 1947-1948 and 1966-1967 (World Bank, Washington, D.C., 1948 and 19b/). 
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France got this .sum in connection with her government's promise 
to increase military action against the people of Vietnam. The same 
needs to be said of the Netherlands, which got a loan when she was 
waging an aggressive war against the Indonesian people. These are 
two typical examples showing how the Bank's loans were used for 
aggression by colonial powers against the national liberation movement 
of the peoples of the East. 

Australia received a big loan of $100 million in 1950 to finance an 
increase in the production of non-ferrous metals and steel. That loan 
was made immediately after her government had agreed to send military 
units to Korea in August 1950 to take part in the aggressive war against 
the Korean people; she was granted another three loans in 1952, 1954, 
and 1955, totalling $158.5 million for the same purpose. Altogether 
•she got six loans totalling $317.73 million from the Bank between 
1950 and 1958. 

Brazil received ten loans over that same period totalling $182.49 
-million. Use of the loans was made dependent on the Bank's collaboration 
with the American-Brazilian Commission for Economic Development, 
set up in accordance with Point 4 of the Truman Program. This Com- 
mission, in which American businessmen ran the show, was an instru- 
ment by which the Brazilian economy's dependence on the USA was 
increased, and projects for using Brazilian natural resources in the 
interests of the American military were carried out. How far these 
projects influenced the country's economy is clear from the accounts of 
the Bank itself. Behind the publicity that they produced favourable 
changes, one can trace a reluctant admission that they were accompanied 
with a big jump in the budget deficit. 

The Bank lent Uruguay $33 million in August 1950, officially to 
develop means of communication. The loan was received by the state 
power and telephone trust and guaranteed by the Uruguayan govern- 
ment, in fact, however, it was intended to strengthen the dependence 
of Uruguay's economy on the United States. When its terms became 
known, there were sharp protests from the most varied strata of the 
Uruguayan public. It ensues from the message of the Uruguayan govern- 
ment to the Congress published in Diario Oficial on 17 February 1951, 
that the agreement with the Bank contained clauses that stipulated 
the following: 

1) Uruguay's obligation to give the Bank information on the import 
of materials from countries other than the USA, and the value of 
same; 

2) the Bank's unilateral right to stop payment of the next advances 
under the loan at its own discretion; 

3) deprivation of Uruguay of the right to dispose of the 
property of the trust at its discretion without the Bank's knowledge; 

4) the obligation of the Uruguayan government, which guaranteed 
the loan, to give the Bank such information on the country's economic 
and financial position as it might demand, and to grant its various in- 
specting teams the appropriate facilities to visit Uruguay. 

Even conservative politicians in Uruguay were forced to speak 
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openlv about the fettering terms of the loan and their incompatibility 
with the principles of state sovereignty. 

In the initial period of the Bank's operations Us resources were 
granted to developing countries on a limited scale. At the same time 
Hs 'investigatory function' occupied an important place. Before a loan 
was decided on, a country was subjected to f^^^Jff^ 
Do/en- of appropriately briefed experts studied the state of its indus- 
try, agriculture, arid economy as a whole to obtain detailed information 
including intelligence data. The investigation led, as a rule, to the 
Bank's imposing decisions advantageous to American monopolies 
Formally that was done through the giving of advice but in fact t lie 
Bank exerted crude pressure on the investigated state. The recommen- 
dations, asa rule, contained demands to give up following an indepen- 
dent economic policy, to prohibit the carrying out of progressive socio- 
economic reforms, to encourage a private capitalist order, and to grant 
privileges for the penetration and operations of foreign private capital, 
and *o "on. The visiting missions tried to impose a trend of economic 
development favourable for American monopoly capital and militarist 
circles' The alternative to rejection of these recommendations was quite 
simplv refusal of the loan. 

Missions were sent to Equador and Costa Rica m 1948 and 19 49 to 
gather information on their economies and various projects for tlieir 
development. Both of them discussed the order of priority of the financ- 
ing of the projects with the respective governments. In December 
1948 the Bank's president who visited Costa Rica made an effort to 
get the appointment of a special representative of the Bank as an 
adviser of the government. m • ' 

In March and April 1948 Bank missions visited Bolivia and Peru 
where they made detailed studies of their economies and of the intended 
measures which the Bank had been asked for loans to finance. 

In November 1948 missions were sent to Guatemala and Paraguay 
to study their economies and economic development plans. 1 he missions 
investigated their industry, raw material resources and agricuiture 

111 1^1948 the Bank sent a mission to Venezuela to study her general 
economic situation. Attention was mainly devoted to her natural 
wealth, above all oil. The bosses of the Bank were endeavouring to 
prevent loans being used to the detriment of the American monopolies 
that occupied a commanding position in the country s oil industry . But 
the most interesting of all, Venezuela had not requested a loan from the 
Bank In * justification' of its initiative the Bank simply cited its 
desire to 'assist' Venezuela in the development of its economy. 

" k% the end of 1948 the Bank's president made a tour of countries in 
Central America and the Caribbean (Dominican Republic, Honduras 
Nicaragua, Panama). As a result, a detailed report was presented to the 
Bank on their economies, raw material resources, and general economic 

POt The a Bank's president did the same in Cuba in February 1949 The 
Cuban economy, which had been steered into serving the needs ot 
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American monopolies rather than rational ones, was the object of the 
Bank's intensive attention. The U.S. monopolies employed the Bank 
so as to preserve the one-sided development of Cuba's economy in the 
future by subordinating its main sector, the sugar industry, to the 
American market with its exclusive prices for Cuban sugar. 

The Bank had already sent a special mission to Italy in 1947 to 
study her economy in detail. A second one was sent at the beginning of 
1948 for the same purpose; the Italian government, sacrificing national 
interests, had flung the doors wide open for various kinds of foreign 
'investigators'. It was on the heels of these missions that Marshall 
'aid' began to be sent to Italy, which paralysed development of her 
industry. The Bank's missions nevertheless continued to investigate 
the Italian economy, as will be seen from the visits of special missions 
in 1950 and subsequently. 

Middle Eastern countries were regularly investigated by Bank mis- 
sions. The economy of Egypt, for example, was studied three times in 
the course of 1948 and 1949 alone. 

In March 1948 a mission was sent to Iran to study her economy, 
primarily her raw material resources. In June of the same year another 
mission arrived to observe how the governmental agencies of Iran were 
working out plans to develop her resources, sent on the pretext of 
observing what 'progress' had been made in setting up a machinery in 
Iran to help the Iranian Supreme Planning Bureau. 

Iraq was also visited three times by special Bank missions in tho 
course of 1 948 and 1949. The economy of Lebanon was twice subjected 
to such investigation during the same years. 

Countries in South-East Asia and the Far East were studied system- 
atically and in detail. The mission that visited the Philippines in 
1948 not only presented a very detailed report on the state of her economy 
but also interfered unceremoniously in her internal affairs by giving 
'advice', in particular in connection with projects for building hydro- 
electric power stations. As a result, they were planned more to serve 
American military bases in the Philippines than develop the Philip- 
pine economy. 

In 1949-50 and later several Bank missions visited Pakis- 
tan. In all cases they subjected its economy and finances to detailed 
investigation. 

Special Bank missions studied the economies of European countries 
several times (Belgium, Denmark, France, Luxemburg, and the Nether- 
lands). Typically, these investigations were made not simply to study 
the expediency of granting loans but also to check on loans already 
used, which indicated that the Bank's functions bad been extended to 
such limits that investigations had in fact been converted into a perma- 
nent business. 

The Bank paid great, att ention to Turkey, whose economy and finances 
were subjected several times to thorough investigation. On the 
pretext of promoting the financing of Turkey's industry, it helped sot 
up a bank of industrial development there oriented on the World Bank 
in its operations. Tbis interest in Turkey was not accidental, since an 
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important place had been assigned to her in Anglo-American foreign 
policy plans in the Middle East. 

In their recommendations to the Bank on the expediency or other- 
wise of granting a country a loan, and on the terms of a loan, the in- 
vestigating missions to developing countries invariably included recom- 
mendations on the need to maintain the agrarian-raw material character 
of their economies. The American monopolies were straining to prevent 
independent development of their industries, and to keep them as depen- 
dent appendages. , t . . 

The list, of such facts could be extended, but those cited are suliicient 
to give a picture of the Bank's aims and of the methods it used to subor- 
dinate the economies of members to standards suitable to monopolistic 
c irclcs 

In the mid-50s the Bank considerably reduced loans to industrial 
capitalist countries. From then on developing countries were its chief 
debtors, as will be seen from Table 6.18. 

The upsurge of the people's national liberation movement, and the 
break-up of" imperialism's colonial system, gave rise to serious 
disquiet in U.S. financial and monopolistic circles. The government 
administration endeavoured to open new channels so as to consolidate 
the developing countries' dependent position established during the 
colonial period, and widely employed the World Rank to infiltrate 
them by U.S. capital. The Bank's practice indicated that private 
monopolv capital resorted more and more to direct involvement in the 
financing of various projects abroad on a basis of 'joint collaboration 
with the Bank or of 'participation' in loans made by it. This f <^-<*P|*- 
ation' was one of the Bank's paramount jobs, since it facilitated infil- 
tration of other coun tries' economies by U.S. private capital under its 

aegis. „ , . . , i 

It is not out of place here to note that the Bank s organisers tried 
to secure it a good commercial income. Its loans, which were as a ru e 
long-term, carried high rates of interest, which were constantly 

UM Thc USA got a double gain from that: (1) directly from the Bank's 
high interest rates; but mainlv (2) from maintenance of the market lor 
loan capital at a level advant ageous to her. Since she was the main cred- 
itor country of the capitalist world in the first postwar decades, and 
Great Britain and France were her debtors, il was primarily American 
monopolies that gained from the high interest rates. 

This throws light on the interest that American financial circles dis- 
played at the time in the Bretton Woods Conference, and on the various 
disagreements then among the different countries about the banks 
functions. It was those circles that insisted that its mam job was to 
lend monev bv guaranteeing loans obtained from private sources, the 
fact that it advanced loans mainly from resources formed by I he pay- 
ments made by countries in accordance with their quotas was the result 
of an understanding between the U.S. government and American finan- 
cial groups, which preferred to push the government forward as a cred- 
itor, cither directly or through the W r orld Bank. 
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Table 6.18 

Geographical Distribution of World Bank Loans 
in 1947-1967 



Region and country 


1947-o6 


1957-67 


1947-67 (total) 
















S million 


per cent 


$ million 


Per cent 


$ million 


Per cent 


Western Europe 


832.8 


39.5 


1,284.4 


15.6 


2,117.2 


20.5 


Italy 


50.1 




347.9 




398.0 




France 


250.0 




— 




250 .0 




Netherlands 


221.5 




15.0 




136.5 




Finland 


41.1 




180.5 




221.6 




Africa 


249.2 


11.8 


1,097.8 


13.3 


1 ,347.0 


13.0 


South Africa 


115.8 




126.0 




241.8 




Nigeria 


— 




185.5 




185.5 




Sudan 


— 




105.0 




105.0 




Asia 


279.3 


13.2 


3,236.1 


39.3 


3,515.4 


34.0 


Tiifl i n 

J HUKl 


90. 1 




902.2 




998.3 




Japan 


41.8 




815.2 




857.0 




Pakistan 


50.5 




374.5 




425.0 




Iran 






288.1 




288.1 




A net i'n 13 nnf \ » > \i _ 














Zealand 


258.5 


12.3 


261.3 


3.2 


519.8 


5.0 


Latin America 


488.1 


23.2 


2,354.6 


28.6 


2,842.7 


27.5 ' 


Mexico 


124.0 




501.1 




025.1 




Brazil 


162.7 




333.4 




496.1 




Colombia 


72.9 




382.7 




455.0 




Total 


2,107,9 


100 


8,234.2 


100 


10,342.1 


100 



Source: International Bank for Reconstruction and Development. Annual Report, 1966- 
1967 (World Bank, Washington, D.C., 1967). 



The Bank, while providing favourable conditions for foreign private 
enterprise in developing countries, takes decisions about loans in accord- 
ance with how American monopolies consider it expedient at any mo- 
ment to employ its funds. 

The industrial structure of the Bank's loans is evidence of the monop- 
olies' reluctance to permit the establishment of a national industry in 
debtor countries, and to maintain their role as agrarian-raw material 
appendages of the economies of industrial capitalist countries, above all 
of the USA's. The facts show that its funds were directed mainly to the 
development of borrowers' energy economies and the building of infra- 
structural facilities, which largely eased, on the whole, the entre- 
preneurial activity of U.S. private capital abroad, especially in devel- 
oping countries (see Table 6.19). 
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Table 6.19 



Industrial Structure of IBRD Loans 
(at 30 June 1967) 



Total loans 



Including 



Purpose 


$ mil- 


Per 


Africa 


Asia 


Latin 
Amer- 
ica 


All develop- 
ing coun- 
tries 


Europe and 
Australia 
















lion 


cent 
























4 million 


$ mil- 


Per 


S mil- 


Per 














lion 


cent 


lion 


C6l\t 


Electric power 


3,588.9 


34.7 


428.3 


597.9 


1,619.3 


2,645.5 


39.9 


943.4 


25.4 


TranGTtnrr.n t i on 

X 1 ail- pui »* i\jik 


3,446.0 


33.3 


322.7 


1,047.9 


740.3 


2,110.9 


31.9 


1,335.1 


35.9 


Telecomniuni- 




















CallUUb 




1.2 


22.2 




105.8 


128.0 


1.9 


D.2 


— 


Agriculture, 




















forestry and 




















fishing 


802.4 


7.8 


95.1 


282.4 


233.6 


611.1 


9.2 


191.3 


5.1 


Industry 


1 ,596.7 


15.4 




638.4 


110.2 


941.6 


14.2 


655.1 


17.6 


Water supply 


52.2 


0.5 




27.0 


21.3 


48.3 


(1.7 


3,9 


0.1 


Education proj- 




















ects 




u .z 




12.0 


12.3 


24.3 


0.4 






Engineering 




















loans 


1.7 




1.7 






1.7 








General devel- 




















opment 


205.C 


2-C 


40. ( 


75.0 


— 


115.0 


1 .7 


90. C 


2.4 


Reconstruction 




















loans 


496.6 


4.8 


— 










496.6 


13.4 


Total 


10,342. 


100. ( 


> 1,007.6 


52, 680. f 


> 2,942.6 


6,626.2 


100. ( 


) 3,715.6 


5100.0 



Source- IBRD and IDA. Annual Report, 1966-1967 (World Bank, Washington, 
D.C., 1967), pp 66-67. 



The international financial organisations that were at the disposal 
of American financial and industrial capital came to include the Inter- 
national Finance Corporation (IFG) in 1956 and the International De- 
velopment Association (IDA) in 1960. 

Already the IFG's first annual report hypocritically stated that its 
job was to further the economic development of underdeveloped mem- 
bers through investments (without government guarantees) in produc- 
tive private undertakings with the participation of private investors who 
could ensure competent management. The IFG thus did business direct- 
ly with private entrepreneurs without government interference, since 
the Articles of Agreement, of the World Bank did not permit, its direct 
participation in the capital of enterprises to which it lent money. The 
IFC made investments in private undertakings jointly with private in- 
vestors, stimulated private investment, and encouraged development of 
a capital market in developing countries. This activity was inseparable 
from another objective of importance to international corporations, 



283 



viz., to promote a flow of private capital from industrial countries to de- 
veloping nations by the methods t hat did not fit into the procrustean bed 
of the World Bank's purely market principles. 

The 1FC concentrated mainly on projects in developing countries. 
It was, in essence, an investment bank rather than a loan institution. 

The LFC had agreements from the outset of its operations to the mid- 
dle of 1967 on the financing of 106 undertakings totalling $196.1 mil- 
lion, the main recipients being in Latin American and Asian countries. 

In spite of the limited character of the IFC's operations, one can 
confidently say that they were meant to facilitate the infiltration of 
countries' economies by foreign private capital, mainly American, 
since its investments were a probing, and guarant ee of sorts, of the advan- 
tageousness of private capital's direct involvement in an undertaking 
abroad. As with the World Bank, the L'SA had a decisive role in the 
IFC (around 40 per cent of the total capital and nearly 35 per cent of the 
votes). 160 

As for the International Development Association, its founding was 
associated on the one hand with the U.S. intentions to make the W orld 
Bank's operations more attractive for developing countries and, on the 
other hand, reflected the growth of their demands for an easing of the 
terms of the Western 'aid' granted to them. 

Unlike the World Bank, the IDA made loans lo developing countries 
on privileged terms. The main source of its funds was the subscriptions 
of its member countries. 

The bulk of the money lent was intended for Hie building of infra- 
structure facilities. 

The TDA officially made interest-free loans for periods up to 50 
years. By 1966 it had concluded agreements on loans totalling $1,694.2 
million, from which Asian countries received $1,269 million (74 per 
cent). African countries $235.7 million (47.4 per cent), and Latin Amer- 
ican countries $108 million (6.4 per cent) (see Table 6.20). 

The facts on the joint transactions of the World Bank and its affili- 
ates, the IDA and IFC, show- that the Bank and its huge apparatus making 
broad investigation' and painstaking studies of the objects of the ap- 
plication of capital, operated as a kind of •camouflage' for Ameri- 
can private capital probing the Way for it, and broadening its sphere of 
application, with all the consequences stemming from that for the re- 
cipients of 'aid'. That slate of affairs quite suited American business 
circles, of course. 

Characteristically, the former president of the World Bank, George 
D.Woods, stressed that the Bank had 'no more important task' than to 
arrange the appropriate institutions in developing countries, adapted 
to local conditions, that could improve 'the management of economic 
affairs', and introduce the appropriate technologies and standards. 161 



150 International Finance Corporation. First A nnual Report, 1956-1957 
(World Bank, Washington, D.C., 1957), p 17. 

161 H.R. Committee on Science and Astranatrfics. Applied Science and World 
Economy (U.S. Govt. Printing Office, Washington, D.C., 1968), p i. 



284 



fable 0.20 

Geographical Distribution of IFC Investments 

(biggest recipients) 



country 


dumber of 
unci** r~ 
takings 


Total 1 
invest- 
ment, 
$ million | 


Country 


N umber 0" 
under- 
takings 


Total 
invest- 
ment, 
8 millions 


A frif ii 


13 


26.8 


Latin America 


55 


95.3 


X* 1 1 iv- n 

T\ o n v £i 


1 


2.9 


Argentina 


5 


13.7 


Morocco 


2 


2.9 


I Brazil 


9 


33.0 




1 


3.5 


Chile 


4 


10.3 


Tanzania 


1 


4.7 


Colombia 


13 


14.9 


Tunisia 


2 


4.1 


Mexico 


7 


6.2 


Uganda 


1 


o.o 


Peru 


6 


8.9 


Asia 


25 


57.4 


1 Venezuela 


5 


5.5 


India 


10 


23.4 


Western Europe 


13 


16.6 


Pakistan 


7 


17.8 


Finland 


4 


2.9 


The Philippines 


1 


12.0 


Greece 


4 


6.3 


Australia 


2 


1.0 


Italy 


1 


0.9 








Spain 


2 


3.9 



Source- International Finance Corporation. Annual Hcport, 1066-1967 (World Dank, 
Washington, D.C. 1907). 



However much American capitalist, propaganda tries to depict 
the Bank as an agency of international co-operation designed to aid de- 
veloping countries, it was in fact, and remains, an instrument of a poli- 
cy of expansion pursued in the interests of American monopoly capital, 
which plays the determinant roie in it. To prove the thesis that the 
funds of the World Bank and its affiliates are a source oiaul to develop- 
ing countries, Western economists talk about certain outlays, and even 
financial losses, since these institutions have to deal with economically 
unreliable and socially unstable clients. But such is life: the Bank has 
had occasion to be confronted with such facts, and they are probably 

inevitable. . k ', T 

The USA has been trying to exploit the transactions ol the Interna- 
tional Monetary Fund to the same end, viz., lo broaden the expansion 
of her monopolies, and has attached great importance to it right from 

1 Who? the Fund was being established, more than half of the total 
number of votes was assigned to the USA and United Kingdom. Subse- 
quently, as new members joined (107 in 1966), mainly developing coun- 
tries the distribution of votes was altered, and at the end ot t*H* the 
votes of the USA and United Kingdom made up 33 per cent of the total. 
But the industrialised capitalist countries, above all the USA, have the 
biggest number of votes in the Fund, which gives them a commanding 
role in its transactions; retaining a dominant position they could m fact 
exercise a right of 'veto'. 
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The data given in the IMF's annual reports show that its credit 
transactions had a comparatively limited character from 1 March 1947 
(i.e. from ihc start of its currency bargains with members). In 194/-8 
its bargains came to a total of $544 million. In 1948-9 they were 110.4 
million, in dollar terms, and in 1949-50 only 51.8 million. 

In spite of the fact that many members of the Fund were experienc- 
ing severe monetary and financial difficulties, its credit transactions 
subsequently had a limited character. From the beginning of its doing 
business up to 1955 it made loans to 25 countries totalling $1.16 bil- 
lion (when the number of members was 55). This meant that most of 
the countries did not get anything from the Fund. In the years following, 
the position did not change substantially. Analysis of the Fund's 
currency transactions indicates, in particular, that it was guided in the 
geographical distribution of its loans (see Table 6.21) primarily by U.S. 
military-strategic plans and the vested interests of American monopoly 
capital. 

Table 6.21 



International Monetary Fund Loans 
($ million) 



Countries 


Total 


1947-1956 


Per 
cent 


19f.7-1966 


Per 
cent 


Europe and 
USA 


8,127.3 


1,139.1 


59.7 


6,988.2 


63.5 


Japan, Can- 
ada, Aus- 
tralia, 
South Af- 
rica, New 
Zealand 


627.7 


184.0 


9.6 


443.7 


4.1 


Asia (less 
Japan) 


1,825.2 


281.0 


14.7 


1,544.2 


14.0 


Africa (less 
South Af- 
rica) 


418.7 


18.6 


1.0 


400.1 


3.6 


Latin 
America 


1,910.6 


286.3 


15.0 


1,624.3 


14.8 


Grand total 


12,909.5 


1,909.0 


100 


11,000.5 


too 



Source: International Finance Statistic.*, 1960, 13, 12", 
Idem, 1967, 20, 2. 



In fact 70 per cent of the total of the IMF's loans between 1947 and 
1956 went to industrial capitalist countries. In the next decade their 
distribution remained as before. 

The currency in which IMF loans were made was quite clearly ot 
paramount importance (see Table 6.22). According to its official figures, 
around 92 per cent of all the 1947-58 loans were in U.S. dollars. 
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Table 6.22 

Ratio of Currencies in IMF Loans at the End of the 1950s 





Total of loans 




Total of loans 


Currpncv 


$ million 


Per cent 


Currency 


Per cent 


$ million 


Dutch guilders 
Belgian francs 
Canadian dollars 


5.0 

11.4 
15.0 


0.1 
0.4 
0.5 


West German marks 
Pounds sterling 
U.S. dollars 


26.4 
191.7 
2,766.7 


0.9 
6.4 
91.7 



Source: International Monetary Fund. Annual Report, 1057-1058 (IMF, Washington, 
D.C., 1958). 



The task of stabilising currencies was undertaken in a spirit advanta- 
geous to U.S. monopoly capital. The Fund's annual report for 1947-8, 
for example, said that the Executive Directors had reviewed their posi- 
tion in regard to the use of its resources 'in the light of such a new and 
important event as the aid provided under the European rehabilitation 
programme', and further that they recognised the expediency of recipi- 
ents of 'aid' applying to the Fund to buy U.S. dollars only in except ional 
cases. 

The authors of the IMF's reports, invariably approved by a majority 
of its members under U.S. pressure, tried to give this idea a 'theoreti- 
cal' substantiation of sorts, asserting that the Fund did not have any 
intention at all of insisting on maintenance of old rates of exchange since 
that would be an 'empty gesture'. They tried in every way to prove 
that it was impossible to stabilise currencies when there was a rise in 
prices, and that a depreciation of money was often inevitable. Natural- 
ly, however, the reasons for this instabiliy were not named, in particu- 
lar the expansion of foreign capital, militarisation of the economy, and 
obstacles to the carrying out of the democratic reforms that the broad 
masses of the working people were demanding. 

In 1949 the IMF was openly advocating devaluation of the currencies 
of many capitalist countries, from which the USA above all benefited. 
In justification of this step the Fund usually put up the argument that 
the West European countries could expect an increase in their exports 
to countries in the Western hemisphere only when the goods they 
exported did not compete in price on markets where the dollar competed. 
That idea was persistently worked out into its reports, in which 
devaluation was characterised, against the fact, as an important means 
of developing trade between countries. It was 'forgotten', however, that 
devaluation in relation to the dollar gave an additional stimulus to 
the export of American capital. 

The IMF acted as the lackey of U.S. monopolies in supporting deval- 
uation of the currencies of roughly 30 countries in the first postwar de- 
cade. Devaluation led to a further lowering of the people's standard of 
living, because the capitalists of France, Great Britain, and other coun- 
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tries strove to shift its whole burden onto the working people. All 
that gave American monopolies billions of new profits; having imposed 
a new rale of exchange in relation to the dollar onto the currencies of 
dozens of countries, they altered the ratio of the prices of those countries' 
exports steeply in their own favour. 

Certain countries, moreover, had already introduced new restrictions 
in the early postwar years. The IMF repeatedly noted that thero was no 
general desire to weaken currency restrictions and that new ones had 
•even been inroduced in several countries. 

The IMF thus by no means helped members to stabilise their curren- 
cies, develop their foreign trade, and settle mutual accounts among them- 
selves. Being an instrument of the American monopolies, it served 
their enrichment entirely, and furthered the expansionist foreign policy 
■of the USA. 

It is indicative that the Fund often took discriminatory stops against 
the Soviet Union and other socialist countries, although this damaged the 
foreign trade of countries of the capitalist market, and international eco- 
nomic relations in general. In other words, this discrimination led to re- 
sults directly opposed to the aims of developing equal co-operation pro- 
claimed as a basic aim of its operations at the Brctton Woods Confer- 
ence. 

A result of the policy of discrimination followed by the IMF was 
Poland's forced withdrawal. In its statement of 13 March 1950 on with- 
drawal from the Fund tho Government of the Polish People's Republic 
said: 

Practice however hns shown Lhat the International Monetary Fund has 
failed lo fulfil its duties. The Fund became instead a submissive instrument of 
the Government of the United States, whose economic and political expansion 
is in direct contradiction lo the purpose to be served by the Fund. Due to its 
attitude in respect to the selfish policy of the United States Government, the 
Fund cooperated with the United States Government, which lately forced upon 
a number of member countries the devaluation of their currencies. 102 
The Fund's decision in regard to Czechoslovakia was mentioned 
above. 

The exacerbation of currency problems in West European countries, 
and the ineffectiveness of the IMF's measures to regulate them, led to 
the setting up of the European Payments Union (EPU) in 1950, with the 
aim of opening short-term credits for its members to cover an adverse 
balance in their mutual accounts. This Union had a leading place in the 
system of measures for the expansion of U.S. monopoly capital. Al- 
though it did not last long, its operations merit attention because they 
throw additional light on tho mothods of expansion employed by the 
USA. 

Formally, only European countries became members of the EPU, 
which was established as an appendage of the Marshall Plan. In fact, 



162 International Monetary Fund. Annual Report, 1949-1950 (IMF, Washing- 
ton, D.C., 1950), p 102. Attention is drawn to the great political importance of 
this document inG.P. Kindlcberger's article 'Bretlon Woods Reappraised' in Inter- 
national Organization, 1951, 5, 1: 32. 
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however, as regards its main aims, the United States was a member, al- 
though formal I v outside the Union. 

The idea of founding this organisation was first put forward in De- 
cember 1949 by the American representatives on the Council of the Orga- 
nisation for European Economic Co-operation (OEEC) known since 
f)60 as the Organisation for Economic Co-operation and Develop- 
ILUJllt _OECD. Paul Hoffman, the then administrator of the Marshall 
plan, speaking at a session of the Council, suggested the establishment 
of a broad common market in Western Europe within which all the re- 
strictions, currency barriers and customs tariffs would be ultimately 
abolished. 

The initial steps associated with the founding of the EPU already 
left no doubt about what its American initiators were striving for. The 
resolution adopted by the OEEC Council said directly that all OEEC 
member countries should abolish, as soon as the inter-European pay- 
ment system begins to operate, quantitative restrictions at least to 
the amount of 00 per cent of each country's imports from other OEEC 
members. It also said further that the abolition of restrictions should 
apply to foodstuffs, raw materials, and manufactures. From the very 
outset the American monopolists set the newly created organisation the 
task of promoting an increase of American exports to Europe at the ex- 
pense of the goods of West European countries. 

The European countries' lack of tho necessary gold reserves to cover 
their balance of payments deficits, and their striving to achieve equi- 
librium in their balance of payments through a mutual regulation of ex- 
ports and imports on a basis of bilateral payments, reduced many coun- 
tries' opportunities to buy American goods. One of the aims pursued by 
the USA in getting the EPU established was to free European countries' 
gold and dollar reserves to a maximum so that they could buy Ameri- 
can goods. A special system of loans to countries with an adverse bal- 
ance of payments fro ma fund formed by payments in accordance with a 
scale of quotas was introduced, and also a system of accounts between 
the Union and its members. 

The agreement on setting up the EPU, adopted on 1 July 1950 by 
the OEEC Council, said that its purpose was to facilitate, by way of 
multilateral system of payments, the regulation of all transactions be- 
tween the currency areas of member countries, which are permitted by 
the relevant authorities in accordance with their policy on currency 
transfer, and thus help member countries in implementing the OEEC's 
decisions on questions of trade policy and trade liberalisation. 153 

It was already quite clear, however, at the beginning of the EPU's 
operations, that its tasks as officially formulated were not being met. 
Restoration of equilibrium in West European countries' trade was not, 
in fact, achieved. Sevoral countries' adverse balance in their accounts 
with tlie Union was chronic, that is why they resorted more and more 
frequently to covering their deficits by gold. 



See Documents Relating lo the European Payments Union, London, 1950. 
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The imbalance of members' trade arid payments, which had arisen 
after the war. became even greater in 1956-7. As before Ihe members were 
divided into two groups, those with chronic adverse balances of pay- 
ments (headed by the United Kingdom and France) and those with a 
chronic active balance (headed by Wesl. Germany). France had the big- 
gest deficit of payments with the EPU in 1956, viz., $653.8 million 
Great Britain's adverse balance rose from $231.1 million in 1955 to 
$269.4 million in 1956 (see Table 6.23). 

Table 6.23 



Net Surplus or Deficit of EPU Members in 1955 and 1956 
($ million) 



Country 


1955 


1056 


Country 


1955 


1956 


Austria 


-78.8 


+9.6 


Norway 


-46.1 


+15.8 


Belgium and Lux- 






Portugal 


-44.0 


—29.5 


emburg 


+162.0 


+213.2 


Sweden 


-16.4 


+30.5 


Denmark 


-41.9 


-26.4 


Switzerland 


-67.6 


- 45.9 


France 


+131.9 


-653.8 


Turkey 


—41.0 


-24.2 


Greece 


+52.8 


+2.4 


United Kingdom 






Holland 


+64.8 


-94.2 


and Ireland 


—231.1 


-269.4 


Iceland 


-3.4 


-3.9 


West Germany 


+360.8 


+999.9 


Italy 


-190.6 


-112.5 







Source: International Finance Statistic*, 1957, 10, 4: 12. 



The EPU's operations, which were ultimately based mainly on the 
interests of American monopolies, led to a deepening of the contradic- 
tions between its members, and between them and the USA. 

During the period of the agreement on the EPU, it is true, its Wesl 
European members increased the volume of their foreign trade with each 
other and other countries, but the increase was achieved at the price of 
increasing their trade's dependence on the American market, exhaustion 
of their gold and dollar reserves, and growth of the deficits of the main 
members (the United Kingdom and France) in their accounts with 
the Union because of their imports of strategic raw materials in order 
to carry out their arms programme. 

The Council of the OEEC had to admit more than once that the EFT* 
was unable to perform the tasks officially set it. At its session in March 
1952, for instance, it adopted a decision on the need to commission experts 
to study the domestic position in each of the Union's members, so as lo 
outline ways of improving its operations (since it was recognised that 
these did not correspond to the aims set it). 

From the standpoint of the West European countries the EPU did 
not cope w r ith the problems facing their economies, but increased their 
dependence on the USA further. 
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The Union's operations not only did not improve the capacity of 
Britain and France to resist American competition, but weakened it even 
more The EPU also struck a new blow at the pound, since its unit of ac- 
count was based on the gold content of the American dollar. 

Insofar as the EPU promoted a growth of trade it was a means ol in- 
tensifying the arms race, because the increase came about, as a rule, 
through a growth of purchases of strategic raw materials. Ihe union 
was used by U.S. monopolies to block the establishment of normal com- 
mercial and economic relations between states on the principles of equ- 
ality and mutual benefit. . 

All that showed what the EPU's real purpose was, and what aims its 

initiators pursued. „ . 

After the EPU ceased to function, the IMF stepped up its advances 
to West European countries that were experiencing an acute currency 
hunger'. Particularly big loans were advanced in the mid-bOs. In the 
period 1964-6 alone European countries received loans totalling more 
than $4 billion from if. 

The aggravation of ihe monetary and financial contradictions ol flie 
capitalist world brought out the insolvency of Ihe West's system of mon- 
etary and financial relations established after World War 11. Ihe 
mess of the Bretton Woods monetary syslem faced capitalist countries 
with the task of working out and adopting other principles tor the func- 
tioning of the monetary machinery. This syslem was a part of the post- 
war world that the U.S. monopolies had tried to build on a model ad- 
vantageous to themselves. The breakdown of such an important link as 
the monetary system reflected the instability and crisis of the whole 
system based on the hegemonist claims of American monopoly capital. 
Kindlebergcr, already quoted above, recognised this remarking that 
'by the unfair test of maximum hopes, the Fund and the Bank have 
clearly failed'. 154 Thus, he considered that test 'unfair', though it is not 
clear why it is necessary to judge such financially powerful, loudly ad- 
vertised institutions by a reduced standard. 

There were various reasons for the crisis of the Bretton Woods scheme 
both on the economic plane (private capitalist recipes could not pro- 
vide solutions to the pressing problems of the development of the world 
economy and international economic relations, and did not allow tor 
the tasks posed bv the level and depth of the international isation ol 
economic affairs reached in the mid-1960s) and on the political plane 
(capital was trying to rule without allowing for the changes that had 
been made on the map of the world and within separate capitalist coun- 
tries). But the main cause was that the American monopolies and their 
strategy did not take into account the growth of revolutionary transtor- 
mations in the world under the impact of the October Revolution of 
1917 in Russia, and continued to think and act according to unhistori- 
cal recipes, whose fallaciousness had long before been confirmed. U.S. 
monopoly capital persisted, in its drive for world hegemony in 'not 
noting' thai the historical initiative was already in the hands ol social- 
ism. 

154 Charles 1'. Kindlcberger. Art. ciL, p 33. 
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The Soviet Union has consistently stood for the development of in- 
ternational co-operation on a genuinely equal and mutually beneficial 
basis. Meanwhile, the principles underlying the functioning of the mon- 
etary and financial institutions considered above proved that their key- 
stone was a guaranteeing of the interests of monopolies and the extend- 
ed expansion of capital. Life confirmed the correctness of the estimate 
and forecasts already made about the World Bank and IMF, when they 
were being founded. The functioning of capital's monetary and credit 
institutions has been evoking justified criticism in many countries, in 
spite of their considerable broadening and the various manoeuvres de- 
signed to hide the inequitable nature of their operations. 
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TODAY'S MAIN FEATURES OF U.S. CAPITAL EXPORTS 



§1. Significance and scope of capital exports 
in the strategy of American imperialism 

The speed-up of U.S. capital's expansionist activity in present-day con- 
ditions reflects Big Business' striving to maintain its dominant posi- 
tion n he world capitalist economy. At the present stage of the general 
Jrisis of capitalism when its economic instability has obviously aggra- 
vated 1 e unevenness and spasmodic character of the development of 
toperidist states has increased, while dozens of new states have > appe ared 
n Asia Africa, and Latin America that are making decolom^- 
lonln tl^nomics sphere the keystone of their home and m.erna tion- 
| activity the USA has begun to attach special significance to . ensur- 
ing Itself leadership in the capitalist world by intensifying the ex- 
nloiter character of the export of capital. 

It is not excluded, incidentally, thai U.S. 
slop al utilising all the means available to her, including miUtaiy ones 
to m aran w favourable spheres and conditions for its functioning. So 

w^in ^lochina, whJre the American «f 
murderous war. So it is happening now m Centra America, where 
Street intervention in the affairs of El Salvador has not ceased, ana 

c it nuous encroachnient on the -#P^t^SeU aSS 
in thP Middle East the Lense situation created by the Israeli aggressors 
feS o7 means of increasing deliveries of American weapons 
There is unrest as well in other areas of the globe, and it is not 
difficuH to spot the drive of U.S. imperialism to ensure itself stable 
^^■^m and military positions in order to make enormous 
profits, especially at the expense of its rivals 

Tim 'Mth r,nnfrre«s of the CPSU stressed that . 

frl ,i it re onlv tome of the signs of this struggle. 1 . 
The cl, wo 7" U S imperialism's positions in economic rivalry 
with We ' f K, opVand Japan, its loss of foil hegemony in the sphere 
^international trade am! other forms of economic £Oto.o^tete£ 
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intercourse, flouting of the elementary principles of equality, undermin- 
ing of the foundations of the national sovereignty, freedom, and inde- 
pendence. The increased unevenness in the development of the most de- 
veloped capitalist countries is an essential factor in the growth of aggres- 
siveness in the sphere of capital exports. 

The export of capital has heen playing a significant role in the for- 
eign economic policy of U.S. imperialism in recent decades. Moreover, 
a high degree of monopolisation is typical of American capital. Suffice 
it to say that at the beginning of the 70s, more than 70 per cent of all 
U.S. overseas private investments belonged to 187 corporations 2 while 
the share of companies with assets of more than $250 million each (they 
constituted less than 0.07 per cent of all companies in the USA) came to 
nearly 84 per cent in the total profits from operations abroad. 3 

Among the factors decisively influencing accelerated export of cap- 
ital at prcsont one can distinguish a further concentration and central- 
isation of production and capital in the USA, intensification of the im- 
pact of scientific and technical progress, and a sharpening of the inter- 
imperialist struggle for markets, sources of primary commodities, and 
spheres of application of capital. The relative contraction of the U.S. 
positions in the capitalist world economy, which continued during the 
70s, has also affected the process of capital's expansion. 



Table 7.1 

Selected Growth Kates of dross 
National Product 

(percentage changes) 



Table 7.2 

Selected Indexes of Industrial 
Production, 1970 to il)80 

(1967 = 100) 



Year 


USA 


EEC 


Japan 


Year 


USA 


EEC 


Japan 


1960-73 average 


4.2 


4.7 


10.5 


1970 


108 


123 


152 


1975 


—1.1 


-1.2 


1.4 


1975 


118 


1 33 


164 


1976 


5.4 


5.0 


6.5 


1976 


131 


143 


182 


1977 


5.5 


2.4 


5.3 


1977 


138 


146 


190 


1978 


4.8 


3.3 


5.1 


1978 


146 


149 


201 


1979 


3.2 


3.4 


5.6 


1979 


153 


157 


218 


1980 


-0.2 


1.1 


4.22 


1980 


147 


155 


233 



Source: Economic Report of the Presi- 
dent, 1982 and Annual Report, 
of the Council of Economic 
Advisors (U.S. Govt. Printing 
Office, Washington, D.C., 
1982). p 355. 



Source: Statistical Abstract ol tlte 
United State*. 1981 (U.S. Govt. 
Printing Office. Washington. 
B.C., 198 L), p 88a. 



2 See V. V. Shcherbakov, Yu. I. Yudanov. Eksport kapltala v usloviyakh 
dalneishego obostreniya obshchego krizisa kapitalizma (Export of Capital under the 
Further Sharpening of the General Crisis of Capitalism), Yysshava Shkola, Moscow, 
1981, p 13. 

3 Peggy B. Musgrave. Direct Investment Abroad and the Multinationals. Effects 
on the United State* Economy. Senate Subcommittee on Multinational Corpora- 
tions of the Committee on Foreign Relations (U.S. Govt. Printing Office, 
Washington, D.C., 1975), p 12. 
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\. The USA is still the main capitalist power, retains leadership in the 
«t important sectors of the economy, especially m science-intensive 
haHhe liighet absolute level of labour P^^^«^ 
fflisi countries, and is the main exporter of capital. At the sa me time 
West European countries and Japan continued '^ over ^ Yn their 
I rates of growth of fixed productive capital and ^Wto^W^g" 
'economies, on the one hand, and of their gr oss national p oducl ^ 
and volume of industrial production, on the other (see fable* l.l, l.^ 
and 7.3). 

"'Mean Annual Growth Rates of ^^d«rtivityi« the 
Manufacturing Industry of Selected Countries 

(percentage changes) 



Country 


1970-75 


1975-80 


country 


1970-75 


1975-80 




6.7 


f.9 1 


Canada 


M 


2.5 


Japan 
France 


4.6 


5.1 


Great Britain 


2.7 


1.9 


Italy 


4.6 


4.9 


USA 


3.4 


1.6 


West Germany 


5.4 


4.2 









Source: as for Tables 71 and 7.2. 

Capitalist World's Exports, 1965-1981 

(per cent) 



Country 


1965 


1970 


1975 


19 SO 


1 

1981 


country 


1965 


1970 


1975 


1980 


1981 


USA 


14.6 


13.7 


12.3 


11.0 


13.0 


Great Britain 


7.3 


6.2 


5.1 


5.8 






34.5 


35.9 


34.0 


33.6 


41.5 


France 


5.4 


5.8 


6.1 


5.7 


5.7 


EEC 
West Germany 


9.5 


10.9 


10.3 


9.7 


9.9 


[Japan 

r> .•,»»../ iqst n 


4.5 

ill A 


6.1 

nnua 


6.: 


6.4 

art <■ 


8.6 
/ the 



Calculated from Economic Report of %^^^i^ 0 i%% WUjX 

tarsi ^^-^M^^^f spfe* «* deveiopm * countrles to 

MEiMO, 1982, p 81. 



There has been a marked increase in recent years ; in the 
(T S business and the Administration over the decline In growth ot pro 
ductivuTThis decline is due to the effect of various factors, among 
tm lack of domestic investment, and Z 
cence of (Wed assets. According to some estimates, 35 per cen «-«wg 
uXstrial equipment, for instance, has been in use for more than 20 

^deterioration of the USA's economic position is also traceable by 

other fnSors than 'domestic' ones The foUowtog 

lution, made by Gus Hall, General Secretary of the Communist Farty 

USA, is typical: « ...j cratus emerged as the dominant world 

S^uMriS that had became weakened and ravaged by war... 
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nance ant control over the economy in more S^^T^SfJ^ST 
jvowen H.tJer never achieved anything like what W tojffifflS ft 

Ran fo'^mrjvel^tn^n SPT a , g0 ^° 'American Century' he- 

ff, „ n" j • t0 . fal a , part and a t,omim > set in. Eisenhower mSfc 

about yhe domino trend that was moving against the interests of US imperi- 

In the 70s there was an increase in U.S. activity in the struggle for 
an economic partition of the world in accordance with ana 
strength which reflected the drive of U.S. ruling circle get ba k tlS 

SMIK&lf/sF econ r ic rela ! ions of mode ™ wuaC 

pe cent in 1QS ^ ft?* the / ca P i r i a,ist world's exports was 14.G 
percent, in 1981 it was 13 per cent (see Table 7 4) 

Simultaneously with the decline in the USA's relative weight in ex- 
ports ln the ,0s, her trade balance experienced a permanent deficit 

n 11 «f a "n 19 J 5) - WM,e ,his de » was 

increase ter 07? "p '°? there was a ma,ked ^ndency for it to 
lo? o } ii ■ 9 JooA AcC °£fe nK t0 eslmiatcs - the trade def.cit rose from 
|^5,d billion in 1980 to $46 billion in 1982. 

The USA also has a permanent trade deficit with her biggest partners 
Japan and Canada. That will, Japan, for instance, was roughly a h £ 
del ays w 19/0 and $10 billion in 1980, while that with Canada wa 

li hon and $6 billion in the same years. The countries of Wcslern 
Europe were the sole group that the USA constantly had an active 
trade balance with: in 1970 her exports exceeded her imports by S3 
billion whereas in 1980 by more than $20 billion » * 
in* the nQ^!fl E i Ur0pea ? C0Untrie ?Md Japan are gradually approach- 
n^L «q ° luiT,e ? f ex P° rts - West Germany's exports in partic- 
ular were 88 per cent ot the American exports in 1980, those of the Unit- 

per cenf '° m ^ FranCe 52 ' those of Japan 58 

All these factors are intensifying competition between the United 

a ,d Znll r ° n v! i a i d and WGSt0ni Eur °P e aHd Ja P«n 011 the other, 
and are leading both to an acute outbreak of trade wars, and to the in- 
duction ol lightened protective measures. But while Western Europe 

2nt hfl^ I 1 '" y e i XCeed the L l SA m ,egards d( *™ of 
ment in world trade, they lose out in the scale of their overseas produc- 
tion based on exported capital. In the mid-70s the value of the product 
ot U.S. foreign enterprises was over 30 per cent of the U.S. GNP while 
the same indicator was 25 : 100 for Western Europe, and 11.5 : 100 for 
J apan. 



25. IMS-lf 311 ' US Imperialisra " the Real World. World Marxist Review, 1982. 
5 BIKI,' 5 January 1982. 

' P 1 ™ 1 * 10 ? * ro . m Economic Report oj the President, 1981, p 350 
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It is interesting to compare the dynamics of the growth of overseas 
production with exports from the home territory: for the USA the ratio 
altered from 2.7: 1 in 1960 to 5.3: 1 in 1979; for Western Europe from 
0.7: 1 to 1.3: 1; and for Japan 0.1: 1 to 1.4: l. s These figures indicate the 
degree of the real presence of capital of the three centres of imperialism 
in foreign markets. These positions are ensured, in addition to direct 
investments, by portfolio investments, whose significance has risen in re- 
cent times, the more so that they have been reinforced by supplementary 
agreements (licences, administrative, selling, etc.). 

As regards the unevenness of capitalist countries' economic develop- 
ment (a process that is bringing West European countries and Japan ever 
closer to the USA in scale of foreign economic expansion), the figures pub- 
lished by the American research organisation, the Conference Board, 
are of inlerest. While 58 of the 100 biggest industrial corporations of 
the capitalist world were American in 1971, 49 were in 1979. American 
companies also no longer have an absolute majority in the list of the 
500 biggest corporations; in 1979 it included 219 American firms, where- 
as there had been 280 in 1971 . Yet the USA was still at the top of the 
list; then comes Japan with 71 companies, Great Britain with 51, 
West Germany with 37. France with 27, and Canada with 19. The Con- 
ference Board's experts also consider that the sales of the ten major 
U.S. industrial corporations were roughly 50 per cent higher in 1979 
than those of the ten biggest ones of the other capitalist countries. In 
1953 these American corporations' sales exceeded those of the other 
countries by 150 per cent. 

This tendency to a change in the USA's place in the world capitalist 
economy is also noticeable in the banking sphere. In 1978, for instance, 
only 15 of the 100 biggest banks of the capitalist world were American 
(they had 15 per cent of these banks' total assets). 9 Among the 50 very 
big banks with 2,900 overseas branches, subsidiaries, etc., there 
were ten American ones at the end of the 70s, but this fifth owned one- 
third of the branches in developed capitalist countries, and two-fifths 
of those in developing countries. For comparison we recall that 44 of 
the banks among the 100 biggest were American in 1956 (with 53 per 
cent of the assets). The trend is obviously similar. 10 

The internationalisation of the money and financial markets has 
been proceeding more rapidly in recent years than that of production, 
which is promoted by the growth in the operations of transnational cor- 
porations and the mounting role of transnational banks and insurance 
companies that have accumulated big assets; the recycling of petro dol- 
lars plays its role in this process, and also the issuing of marketable se- 
curities to cover deficits in balances of payments, including the American 



8 Ibid., p 22. 

9 BIKI, 18 April 1981. 

10 We do not allude here to the special problem of the growth of international 
monopolies in the credit and financial sphere, about which a number of books 
have been written in recent years. See, for example, I. N. Sysoev. Ekspansiya 
transnatsionalnykh bankov (Expansion of Transnational Banks), Finamsy, Moscow, 
1979; V. F. Zhelezova, Man dvadtsati (Clan of 20), Mysl. Moscow, 1981. 
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one. As a result, there has been a further exacerbation of the struggle for 
markets and spheres of investment between the USA and the other 
major capitalist powers. The data on the gold and foreign exchange re- 
serves of the West European countries and Japan indicate that some of 
them can now put up serious resistance to American capital (see Table 
7.5). 



Table 7.5 

Foreign Exchange Reserves of Selected Countries, 1962-1980 
(per cent) 



Country 


1962 


1972 


1977 


1978 


1979 


1980 


USA 


27.4 


8.3 


6.1 


5.4 


5.0 


5.9 


West Germany 


11.1 


14.9 


12.5 


14.8 


14.3 


11.2 


France 


6.4 


6.3 


3.2 


3.8 


5.4 


7.2 


Great Britain 


5.3 


3.5 


6.6 


4.7 


5.2 


5.0 


Italy 


G.5 


3.8 


3.7 


4.1 


3.3 


5.8 


Japan 


3.2 


11 .5 


7.3 


9.2 


5.2 


5.7 



Calculated from Economic Report of the President, 1981, 
p .152. 

it is ostimalod, furthermore, that West Germany's gold and foreign 
exchange reserves exceeded those of the USA by 180 per cent in 1979, 
while those of France, Italy, Japan, and the United Kingdom were re- 
spectively 7 per cent, 6 per cent, 3 per cent, and 3 per cent higher. 11 

On the whole the 70s made substantial changes in the balance of pow- 
er among the main centres of modern capitalism. There are good 
grounds for singling out the first half of the 70s from the years following 
as regards the imperialist rivalry of the USA and her allies. While there 
was a clear advance of the West European countries and Japan then (af- 
ter the "running start' in the 60s), and a certain retreat of the USA from 
monopoly positions in various sectors of capitalist economy, the second 
half of the 70s was characterised by a certain consolidation of the Ameri- 
can positions, and a slowing of the economic growth rates of Western Eu- 
rope and Japan. After the increase in the number of members of the Com- 
mon Market in 1972, the United States was opposed by a broader eco- 
nomic grouping in Europe, which came close to her in GNP, and consid- 
erably surpassed her in both its position in world capitalist trade, and 
share in the production of steel, output, of motor vehicles, and growth 
rates of industrial production as a whole. 12 

The crisis of the capitalist currency and financial system and tho re- 
sulting failure of the Rretton W T oods system, established when the USA 
ruled the roost among the capitalist countries and intended to guarantee 
the dollar monopoly as the central currency of the capitalist world, was 

11 Calculated from Economic Report of the President, 1981, p 352. 

12 See Yn. Stolyarov and B. Khasin. Tho Three Centres of Power in the Econo- 
my of Modern Capitalism. MEiMo, 1984, 1; 42. 
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Table 7.6 



The Structure of Pvcserve Currencies, 
1975-1981 

(percentage at the 
end of the year) 



Table 7.7 

Dependence of the Centres of 
Imperialism on Selected 
Imported Materials, 1975 

(percentage of consumption) 





1975 


1 970 


1977 


1978 


1979 


1980 


1981 


U.S. dollar 


79.4 


79.6 


79.4 


76.9 


62.4 


55.9 


58.4 


West German 
















mark 
















(FRG) 


6.3 


7.0 


8.3 


9.9 


10.4 


11.9 


11.2 


Japanese yen 


0.5 


0.7 


1.2 


2.5 


2-0 


3.3 


3.6 


Swiss franc 


1.6 


1.4 


2.0 


1.4 


2.0 


2.6 


2.5 


British 
















pound 
















sterling 


3.9 


2.C 


l.C 


1.5 


1.7 


2.5 


2.0 


French franc 


1.2 


0.( 


l.C 


0.9 


OS 


1.1 


i .0 


Dutch gul- 
















den 


ftif 


0.1 


0.4 


o.c 


0/ 


J 0.J 


0.9 


Others 


6.: 


7.1 


) 0.1 


6.4 


19.; 


J 21.1 


20.4 





USA 


EEC 


Japan 


Aluminium 


84 


75 


100 


Chromium 


91 


98 


98 


Cobalt 


98 


98 


98 


Iron ore 


29 


55 


99 


Lead 


11 


85 


73 


Manganese 


98 


99 


88 


Nickel 


72 


100 


100 


Tin 


84 


93 


97 


Tungsten 


55 


100 


100 


Zinc 


01 


70 


53 


Natural 








rubber 


KM) 


100 


100 



Source: International Monetary Fund. Annual 
Report, loss a MP, Washington, D.c, 
1982), p 65. 



International Economic 
Report of the President, 
19 7 7 (U.S. Govt. Prin- 
ting Office, Washington, 
D.C, 1977), P 187. 



a hard blow to the U.S. position in the world economy. But as Ihc tores 
in Table 7.6 show, the dollar is still the main currency of the capitalist 
world, although its position has been weakened. 

Around 80 per cent of all international commercial transactions are 
at present made in dollars, and a gigantic sum between $500 billion and 
S700 billion finds its way into the accounts of the private banks ol devel- 
oped capitalist countries. In the late 70s the dollar's position was un- 
stable; its rate of exchange fluctuated widely between 1876 and Ivi J, 
and especially in 1981. The countries of Western Europe, straining to 
fence themselves oft' from monetary confusion and to set up a kind ot 
zone of monetary stability, formed the European currency system in 1J/J 
intended to be a new centre of force in the monetary and financial rela- 
tions of capitalist countries in the future. The USA outwardly supported 
the idea of creating an economic union in Europe that would ensure a 
close co-operation in the monetary sphere as a matter of primary impor- 
tance. But understanding that this system could become a serious coun- 
terweight to the U.S. position as the positions of West European curren- 
cies were consolidated, and that some of the latter, in particular the 
West German mark, were beginning to lay claim to the role of interna- 
tional reserve currencies and units of account and payment, American 
statesmen declared it necessary to study thoroughly the European co- 
operation in the monetary field so that it should answer the broad inter- 
ests of the international monetary system. 
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There has been an increase in the role and significance of external eco- 
nomic links for the USA. Soviet economists have been right in saying 
thai it is out of dale to think that foreign economic relations are unim- 
portant for the USA just because she has a vast home market, a highly 
developed scientific and industrial capability, and a wealth of natural 
resources, and that 

the gradual accumulation of quantitative elements of dependence has led to 
a qualitative change in relations between the American and the world econom- 
ics, and to a growing dependence of the U.S. economy on foreign economic 
links as a very important prerequisite of ensuring an extended character of 
the reproduction process within the country. 13 
These shifts were mainly displayed in an increase in the U.S. economy's 
dependence on imports of raw materials in the 70s, especially of energy 
sources, a broadening of foreign trade operations, and a steep increase 
in investment of capital. 

At present the USA has the biggest mineral resources in the non-so- 
cialist, world, and a highly developed mining industry, and accounts, on 
the average, for around 20 per cent of the capitalist world's production 
of industrial minerals. She is one of the biggest producers of certain pri- 
mary commodities; her share in world capitalist production, for exam- 
ple, is as follows: natural gas— about 63 per cent, coal— 49 per cent, mo- 
lybdenum— 4G, aluminium— 43, refined copper— 29, coke— 28, lead — 
27, iron ore- 19, nickel- 9 per cent. These materials are concentrated 
in the main in the hands of a limited number of major monopolies. 14 
Nevertheless, in the mid-70s the American economy began to be more 
dependent on imports of many types of industrial material controlled 
quite often by the same monopolies (see Table 7.7). 

In 1975 the USA mot 19.3 per cent of her energy needs through im- 
ports. 15 The energy crisis increased her dependence on imports of oil; 
in 1979 they w^ere 51 per cent of all the oil consumed in the USA, but 
in 1980 they fell to 44 per cent, and in 1981 to 40 per cent. Because of 
the rise in oil prices, however, the cost of U.S. oil imports was more than 
S60 billion in 1979 and around $80 billion in 1980. 16 

The reduction in supplies of oil to the USA in 1973-4 in connection 
with the embargo declared by Arab countries caused considerable anx- 
iety in Washington, and this concern was added by fear that the pro- 
ducer countries of other types of primary commodity might follow the 
Arab states' example. These factors, and those mentioned above, sub- 
stantially multiplied U.S. monopoly capital's global claims, and gave 
them a particularly aggressive character. 

Most capitalist countries are being squeezed in the vice of crushing 
inflation, which is growing simultaneously with a decline of production 
in a number of countries and an increase in unemployment. Monetary 
upheavals have not been eliminated, and the energy crisis is deepening, 

13 I. D. Ivanov. The Bole of Foreign Economic Links in the U.S. Economy. 
In M. I. Zakhmatov (Ed.). SShA: vneshneekonomicheskaya slrategiya (The USA: 
Foreign Economic Strategy), Nauka, Moscow, 1976, p 27. 

14 See E. V. Bugrov. SShA: nejtyaniye kontserny i gosudarslvo (The USA: 
Petroleum Concerns and the State), Nauka, Moscow. 1978, pp 47-49. 

15 International Economic Report of the President, 1977, p 173. 

16 Economic Report of the President, 1982, p 34C. 
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all of which lays a heavy burden on the shoulders of the working strata 
of the population. Never, perhaps, since World War H has capitalism 
especially American capitalism, come up against such difficulties in 

the economy as at present. k~#*m 
The facts indicate that, in the crisis conditions affecting, the Ameri- 
can economy, stable profits are made only by companies Jj*W*W 
ing the needs of war industry. In the fourth quarter of 1981 foi exam- 
ple, the profits of General Motors (after tax payment) rose by per 
cent compared with the same quarter of 1980, those of McDonnell Doug- 
las bv 32 5 per cent. At the same time the earnings of firms making 
building materials fell by 44 per cent, and of firms producing consumer 
goods by 15 to 20 per cent at. times. 17 : . 

The USA is trying in every way to find the reason for the increasing 
crisis phenomena and to invent cures for them. But her efforts have 
been unsuccessful, and not by chance. Bourgeois pohhcians cannot tell 
the whole truth about the reasons for these phenomena, or rather do 
not want to. But the half-truths and deceit are too transparent. Ihe in- 
disputable truth that present difficulties are due, to an enormous extent, 
to militarisation of the economies of the USA and other capitalist coun- 
tries and the swelling of their military budgets is hushed up. They are 
consequently rooted in the policy being pursued by certain circles, viz.. 
that of building up armaments. Gus Hall has stressed that 

the crisis SeepensbecaUse for world capitalism the growth rate to b<»lto = oat. 
Tts reserves are being depleted. Militarization the tendency of contmaous in- 
flulion, are features 61 the deepening crisis. There is a G0 M^fJZ^ V p ^ 
Z world financial structure. Gold and the currencies of the capitalis coun 
ir U v be hi replaced by toilet tissue money. The continuing economic and 
political iSbSty are all products of the general crisis, but they m turn add 
I heir hit to the further deepening of the crisis." n f 
The factors noted above operated toward an expanding activity ol 
the USA in the world economic relations of modern capitalism, within 
which she was striving intensively to justify her role of political leader 
of the capitalist countries which she had otf-handcdly assumed, realise 
such of her advantages as her obvious scientific and technical superiori- 
ty over Western Europe and .1 apan, and draw the Asian, African, and La- 
tin American developing countries into the orbit of her influence. 
U S policv had a decisive impact in stiffening the terms for loans to de- 
veloping countries (see Table 7.8). As for the developed capitalist coun- 
tries, the strength of her high scientific and technical capability plus the 
overseas expansion of American corporations, were essentially her main 
trump card in the intensifying inter-imperialist rivalry. As tor the 
developing countries, the USA banked on using a set. of means in which 
expansion of investments was combined with many ways of putting pres- 
sure on sovereign states (economic sanctions, interference in internal 
affairs, blockade, boycott, and support of anti-popular forces, reaction- 
ary regimes, racism, and apartheid). 

» U.S. News £■ World Report, 1982, 82, 6: 68-69. 

» Gus Hall. The Crisis of U.S. Capitalism and the Fight-Back Report to the 
2Ut ConZtion oi the Communist Party U.S.A. (International Publishers, New 
York, 1975), p 21 
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Table 7.8 

Average Term of Public ami Private Loans to Developing Countries, 

1965-1979 



Year 


Total 
obliga- 
tions 

billions) 


Average 
rate of 
interest 


Term 

of 
louns, 
years 


Pro- 
por- 
tion of 
•aid* 


Year 


Total 
obliga- 
tions \>P 
billions) 


Average 
rate of 
interest 


Term 

of 
loans, 

years 


Pro- 
por- 
tion or 
•aid' 


1965 


7.0 


4.0 


19.9 


40 


1977 


62.5 


6.9 


14.0 


18 


1970 


14.1 


5.3 


19.3 


31 


1978 


81.5 


7.9 


14.7 


14 


1975 


46.3 


6.9 


15.4 


20 


1979 


88.0 


9.5 


14.0 


7 


1970 


57.1 


6.8 


14.5 


18 













Calculated by the Secretariat of UNCTAD from data of the IBRD. See UNCTAD docu- 
ment TD/B/863, Part II, p 97. 



In the 70s an increase in foreign investment activity was character- 
istic of the foreign economic operations of all three centres of modern 
capitalism (sec Table 7.9). 



Table 7.9 

Foreign Direct Investments of Developed Capitalist Countries, 

1967-1978 





190 


7 




107 


8 


Country- 


9 billion 


per 
cent 


$ billion 


cent 


$ billion 


per 
cent 


USA 


56.6 


50.4 


101.3 


48.9 


168.1 


45.2 


Western Europe 


48.2 


42.9 


84.8 


41.0 


158.1 


42.5 


United Kingdom 


17.5 


15.6 


26.9 


13.0 


41.1 


11.0 


West Germany 


3.0 


2.6 


11.9 


5.8 


31.8 


8.5 


Switzerland 


3.7 


3.3 


10.2 


4.9 


27.8 


7.5 


Netherlands 


11.0 


9.8 


15.4 


7.4 


23.7 


6.4 


France 


6.0 


5.3 


8.8 


4.3 


14.9 


4.0 


Japan 


1.5 


1.3 


10.3 


5.0 


26.8 


7.2 


Canada, South Af- 














rica, Australia, 














New Zealand 


6.1 


5.4 


10.5 


5.1 


18.8 


5.1 



Source: United Nations. Salient Features and Trends in Foreign Direct 
Investment (ST/CTC/14) (U.X., New York, 1979), p 60. 



The figures in the Table show that, though the American direct, in- 
vestments abroad nearly trebled, the relative weight of the USA in the 
total of developed capitalist countries' overseas direct investments de- 
clined (as we already noted in Chapter 1) from 50.4 per cent to 45.2 per 
cent. That was due to the fact that West European foreign investments 
rose at high rates in the period under review (228 per cent over the pe- 
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ri od), and also those of Japan, whose investments abroad rose almost 

l8 tn d the years after World War II the USA placed her bets on a hege- 
monistic policy of moulding the world in 

and on a global diktat from positions oi strength, and res oited o afcfe e 
sion against Korea and countries of Indochina. But she gradual v ,t 
many of the elements of this strength. By the end oi the 00* and I early 
70s she had reached a state of acute economic .rivalry with herNATO 
allies in conditions of a deterioration of her Pf^PR^ 
national affairs, the final chord of winch was her defea in J 

The USA and certain of her allies in aggressive militaiv blocs are 
resorting to various stratagems in order to camouflage their hmw in- 
ternational affairs. At the same time they are striving to present the loi- 
W^ncyJf tS Soviet Union in a bad light and to distort i s conten 
e an"d a'ims .Yet the strengthening of the USSR s 

military Positions in conditions of an altering of the balance otpowe 
fn ho wo Sid in favour of socialism has beer, the mam general political 
preconS of the weakening of the USA's international pos itoote. 
P Day by day the U.S. propaganda machine (official and ^.official) 
1, hn ns to turn the fads inside out. Neither strength nor resources are 
spa ed f thTpSpcse in the USA. Those who do it would like to wipe 
tl e real events out from the people's memory. Here are some example*. 

What was the main decision worked out jointly by the Urea Pow- 
ers who were Allies in the war in order ^^^^A^ 
and eradicate the roots of aggression forever? 1 ^*2^.n*£3i 
meet of the Victor Powers in the war against fascism adopted immedi- 
acy X Hitler Germany was vanquished. But. ^.^f^ 
security and co-operation with the Soviet Union on the basis of 1 ot - 
dzm the USA and other countries of the West forced a sphttmg of En- 
rone into military blocs and maintained tension m Europe. 

P Tl e Geneva Agreements of 1954 and 1962 were meant to serve peace 
in Indochina and guarantee the independence ot he W&* <* ^ " 
nam Cambodia, and Laos. The USA took part m the drafting of these 
ag eemen^s and accepted them. Bui that did not bring the pohcy-mak- 

in Washington lo a stop when they decided to 
there the most dangerous and bloody military conflict since World WW 
IT Israel's aggression against her Arab neighbours would have petered 
out immediately without the support of the USA, or rather would ot 
have been unleashed. Without, that support the Israeli extremists would 
n^U^ e decided to flaunt their refusal to carry out the U.N. resolution 
on freeing occupied Arab territories. ... 

'examples speak for themselves, and show whose side histori- 
cal truth is on. whatever space of time one takes -long or short. 

In Ihc early 70s it turned out that the USA's Atlantic allies had at 
times begun to pursue a policy that did not wholly coincide with the 

" U> We do not refer here to the special features of m J^^SSSS 

Nftuka, Moscow. 1982, p 141. 
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American. The acute manifestations of American-West European antago- 
nisms and the rapid economic advance of Japan, which had begun to 
compete with the USA on world markets, forced the United States to 
review her foreign political and economic priorities, taking the new po- 
litical reality into account. The essence of that was well expressed by 
the American political scientist Richard Barnet, when he wrote that 
since the mid-60's serious conflicts between the self-delined economic interests 
of the state and the interests of corporations have developed. To put it iu its 
simplest terms, the costs of maintaining the imperial system began to outweigh 
the benefits. 20 
And further that 

guided as they are by exclusively economic criteria, the corporate managers 
are coming to see that the pursuit of the national interest through military 
powcr threatens corporate property and corporate profits. 21 
This mutual inter-conditionality of political and economic problems 
in U.S. relations with other capitalist countries was intensified in the 
70s, and from time to time took on a conflict character. In the view of 
G. M. Meier, professor of international economics in the Hoover Insti- 
tution of Stanford University, 

Three recent changes complicate their resolution, however: 1) the politicizaliou 
of economic issues; 2) the linking of trade, monetary, and development issues; 
and 3) the loss by the United Slates of political hegemony and status as a su- 
pereconomy. 22 

The significance of capital exports for the U.S. economy is distinct- 
ly visible when one compares the value of the product made in overseas 
plants of the companies of developed capitalist countries with the value 
of these countries' GNP and commodity oxports (see Table 7.10). 

For 20 years the proportion of American companies' overseas 

Table 7.10 

Ratio of the Value of the Product of Foreign Affiliates 
to the Value of the GNP and tommoditv Exports. 
1960-1979 

(per cent) 



Ratio of the value of the product 



Year 


to the value of the GNP 


to the value of commodity 
exports 




USA 


Western 
Europe 


Japan 


USA 


Wes'. em 
Europe 


Japan 


I960 
1973 
1979 


10.8 
22.5 
40.1 


11.3 
16.7 
29.1 


1.2 

7.3 
14.4 


265.7 
414.9 
527.9 


72.3 
84.5 
126.1 


12.2 
80.5 
141.1 



Source: cited from Yu. Yudanov. Present-day Trends and 
Form? of the lnternationalisation of Production 
and Capital. MEiMO, 1932. 1: 40. 



20 Richard J. Barnet. Roots of War (Atheneum, New York, 1972), p 191. 

21 Ibid., p 229. 

22 Peter Guignan and Alvin Rabushka (Eds.). The United States in the 
1980s (Hoover Institution Press, Stanford, Cal., 1980), p 585. 
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reduction in the U.S. GNP had increased by a factor of 3.7. This 
indicator of the degree of U.S. corporations' involvement m the world 
capitalist economy- is much higher than that of West European and 
Japanese monopolies. The general tendency of U.S. monopoly capital 
to infiltrate the economies of foreign countries and to capture production 
and marketing positions in them is clear from the Table. The export of 
capital, especially for direct, investment, is thus a main means of imple- 
menting the USA's major strategic aims in foreign economic policy, 
viz , to unite all capitalist countries under the aegis of U.S. monopoly 
capital, to remove all restrictions on the operations of daughter compa- 
nies and affiliates, and to provide full freedom for the flow of capital 
within the capitalist svstem, or rather, as we shall show below, unhin- 
dered transfer of profits to the USA and pumping of financial resources 
out of other countries. 

The U.S. struggle to strengthen her economic and political position 
in the capitalist, world has been waged in recent years in conditions of 
broadening overseas expansion of West European countries and Japan. 

It is typical that the U.S. share in the annual increment of the direct 
foreign investments of developed capitalist countries is gradually de- 
clining in spile of the fact that the annual export of capital from the 
USA has constantly increased in absolute terms (see Table 7.11), inis 
divergence is inevitably leading to a growth of inter-imperial.st contra- 
dictions. 

Table 7.11 



Export of Capital from Developed Capitalist Countries 
for Direct Investments Abroad, l9bo-1979 

(percentage of the total) 



<:ountr> 


1965 


1970 


1975 


197G 


1977 


1978 


1979 


Total, $ million 


7.179 


12,059 


25,066 


24,366 


25,816 


35,126 


47,183 


USA 


69.8 


62.9 


56.9 


47.7 


47.3 


46.7 


51 .0 


Western Europe 


26.9 


30.7 


32.4 


41.1 


42.5 


39.4 


37.6 


United Kingdom 


12.0 


10.9 


9.7 


15.6 


12.8 


13.1 


12.3 


West Germany 


4.3 


7.2 


8.u 


10.1 


10.7 


10.3 


9.8 


France 


3.7 


3.1 


4.1 


5.0 


4.7 


5.8 


4.3 


Italy 


2.5 


0.9 


1.4 


0.6 


2.1 


0.5 


1.2 


Japan 


1.1 


3.0 


7.0 


8.2 


6.4 


6.7 


6.1 



Source: United Nations. Salient Features DireCt 
Inmtmm (ST/OTC/U) (U.X., New York. 1980), p 70. 



§2. American investments in Western Europe, 
Canada, and Japan 

The export, of U.S. capital has especially been displaying the parasitic 
features of modern capitalism in general, and of American capitalism in 
particular, to an even greater extent than before, in recent years. Amer- 
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icau imperialism is resorting more and more broadly, so as to main lain 
its economy at a certain level, to the arms race, to an ever greater diver- 
sion of material resources to non-productive ends, broad foreign econom- 
ic expansion, while the export of Capital is being converted more and 
more into an instrument, of military preparation and intensification of 
the exploitation of other countries and nations by American monopo- 
lies, which once more indicates the historical doom of the capitalist sys- 
tem, a doom stemming from the objective laws of the development of 
capitalism. No propagandist camouflage can hide that. 

The internalionalisation of business has created a new situation for 
the U.S. monopolies in which they have begun to be confronted by re- 
gional associations of state monopoly type. The highest development of 
capitalist integration was reached in Western Europe after the signing 
of the Treaty of Rome on the formation of the European Economic Com- 
munity. Subsequently, as this organisation grew in strength and member- 
ship, the USA was faced with a need to tackle a very contradictory prob- 
lem. On the one hand, she had welcomed the idea of the establishing 
of a customs, and then of an economic union of countries in Western 
Europe, but,, on the other, a major centre of economic rivalry, whose 
growth became a factor in weakening the U.S. position in the world 
economy, took shape under her nose, and with her support, and created 
a serious threat, to the interests of American monopoly capilal. 

In the (>0s there was a tempestuous growth of Japan's economy, which 
took second place to the USA in the capitalist world at the end of that 
decade, having overtaken the major West European countries in size- 
of GNP. The expansionism of Japan's state monopoly capitalism, and 
its drive to increase its share in the profits from exploitation of the peo- 
ples of capitalist countries, became a basic factor in exacerbating 
inter-imperialist conflicts, especially in the sphere of Japano-Ameri- 
can economic relations. 

The U.S. ruling circles, in tackling the double task of ensuring part- 
nership and containing rivalry, employed large-scale expansion of Amer- 
ican private capital as an old, tried and tested means of achieving that 
aim. The USA placed her bets on deep penetration of the countries' 
economies, and on establishing control over their key sectors. While 
reckoning to keep W T estern Europe and Japan as the periphery of devel- 
oped capitalism, and competing with the output of local producers on 
their markets through her overseas affiliates, the USA guaranteed 
her leadership in scientific and technical progress, and fought to master 
the latest advances of science and engineering. 



2.1. The prerequisites of today's expansion of American 
capital 

When one goes into the history of American infiltration of Western Eu- 
rope, it is noticeable that the USA had a leading position in separate 
sectors of the British economy as far back as the early 60s. The total of 
U.S. investments in the United Kingdom had come to around |2.5- 
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K4llion bv I960. 23 The USA was endeavouring to invest in the manufac- 
f uri ag and oil industries. American investments in the U.K. according 
o the ngures cited bv J.H. Dunning) were distributed in 1955 as fol- 
lows- 22.1 per cent in the automobile industry, 19./ per cent in 
engineering, 11.6 per cent in the chemical industry, 11.6 in the iron and 
l eel industry and metalworking, 11,3 in electrical engineering. 6.3 
in the food industry, 4.4 in the rubber industry, and 13.1 per rent m 
other enterprises. 24 Big investments were made in oil refineries by such 
aiant American monopolies as Standard Oil of New Jersey (L.xxon), 
and the Soconv Vacuum Oil Co. We would emphasise that the share 
of the American automobile firms Ford and Vauxhall Motors Ltd. came 
to 40 percent of the total U.K. output, of motor-cars Ford was the second 
highest producer of tractors, while Vauxhall had a leading place in the 
production of lorries. Three of the five biggest makers of tyres in Great 
Britain were under American control, viz., the Goodyear Tire and Rubber 
Co Fireslone Tire and Rubber Co., and North British Rubber Co. A 
considerable part of the agricultural machinery produced in Britain was 
also made in plants controlled by American capital. U.S. monopoly 
capital's investments in these industries gave it quite effective levers 
for influencing the British economy. . . . 

American direct investments in the United Kingdom were almost 
S300 million more in 1960 than the U.S. direct investments m the five 
other most highly developed European countries (Belgium, France, 
Italy, the Netherlands, and West. Germany). 25 tT . + , 

Such was the economic result, of the partnership of the United King- 
dom and the USA in NATO, and the dependence on American monopoly 
capital that it had reduced Britain to. This dependence. had systematical- 
ly grown and furthered the creation of the required conditions tor di- 
rect investments. ...... . _ .„ 

It is legitimate to ask here: what were the reasons lor tins steep use 
in American investments in the British economy after World War 11? 
The British press cited the following: (1) the U.K.'s lack of dollar re- 
serves after the war and the setting up of American companies affil- 
iates abroad, and in particular in Great Britain, because direct exports 
to Western Europe and members of the sterling area were small, {/) an 
alleged general rise in demand for American goods in Britain, many 
ooods being produced in the main by American daughter firms set up in 
Britain, e g , industrial and office equipment; (3) the development of 
industries in Britain in which American capital was ready to join in, 
in contrast to the past. 

There is an element, of truth in that, especially, though with reser- 
vations, as regards the lack of dollars. But the ^*;»£^*g 
the United Kingdom's postwar policy as a partner of the USA m i\ A 1 U 
did not. have the firmness to look deeper into the reasons for her eco- 



23 Survey of Current Business. 19(10 , 40, 9: 20. 

24 John H. Dimnhig. American Investment in British Manu featuring Industry 
(Allen d? Unwin, London, 1958). 

25 Survey of Current Business, 1980, bU, y. 
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noinic dependence on the USA.. Furthermore, they played up the infi^ 
fcration of American capital as something positive, although the falsity 
of that has been expDsed by the whole postwar development ot the Brit- 
ish economy. As for the second and third arguments, they are alto- 
getiier lacking in logic. To say that the flow of American capital into 
Britain was due to growth of demand for American goods or the develop- 
ment of industries into which American capital was invested more read- 
ily than in the past, means to resort to tautology and to avoid an ex- 
planation of the real reasons for the increase in American investment 

in Britain. _ . , 

The influence of American capital on the British economy is some- 
times treated as favourable in the Britisli press that reflects the opinion 
of British leading circles, in that it has made it unnecessary to import 
<roods produced by American lirms, which helps save an appreciable 
amount of foreign exchange. But that argument, too, is unsound since the 
facts are that Britain's consent to American monopolies' complete con- 
trol over whole sectors of her economy by no means has saved her trom 
a difficult financial position, but rather the contrary. 

The infiltration of American capital into countries on the Continent 
was not so rapid. But there, too, it consolidated its position increasing 
direct investments gradually, step by step, by means of economic, 
political, diplomatic, and other measures. . , 

II is not out of place here to recall certain facts from the history ot 
American investment in the economy of West Germany. American mo- 
nopolies' close collaboration with West German ones is well known, 
though manv of its details have still not been confided to the broad public 
One can detinitelv say, however, that history repeats itself somewhat, 
and resembles the period between the two wars in certain respects, 
when billions of dollars of American capital helped revive the war 
machine of German imperialism. ff «„ ^ • • . 

American capital invaded the economy of West Germany in various 
wavs A big role is played by German firms that continue to eagerly 
collaborate with American monopolies at the present time, exploiting 

thG \f t°elVo?ld^vVr II American monopolists decided first of all to make 
a good hand out of the famous German concern of ^ G ;, F f^ in ^ 
trie and the no less famous Vereinigte Stahlwerke. To that end they 
developed great activitv in the business of liquidating and breaking up 
I G Farben into small units, endeavouring to use this reorganisation in 
their own selfish vested interests, and to consolidate their influence m 
the West German economy. ropmqn 

American monopolies became in fact the owners of the big Geiman 
Stinnes steel concern, which was converted into an American enter- 
prise whose business was run by the Baltimore Hugo Stinnes Co. 

The Moi-an group enjoys groat influence in West Germany This is 
an old monopolyVouping with a firm steel skeleton (to put U figura- 
tively), which long ago took the road of foreign expansion and exploita- 
tion of other nations. Its influence, together with that of the First N a 
tional City Bank of New York, has spread to a vast number of firms 
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ti™ in West Germany. In many cases the group's capital involved 

in West Germany (in Frankfort on the Main, Stuttgart, Heidelberg, 
Hanover etc )• Oil refineries, firms trading in P^troleum^duOts, m& 
^aa-bu idVng firms are the main objects of its application of capital 
Sere through Exxon and the Chase Manhattan Bank 

Th International Harvester Company controlled by the ver Mgj 
McCormick billionaire dynasty of Chicago, has Us own affiliate in West 
r ™ This dynasty's long-standing links largely explain wh 5 the 
m :»^ary ovulations in the USA, like 

First organisation existing during World War II, always got acme .up 

^Te^orid War t giving its development a direction advanta- 

ge °^r fl0 w ofTmeTcarcapital into rttcWest German 
all into heavy industry important for military production, largely ex 
olalns wh^naiy big West German industrial plants (including work 
Z " Tleel Trust, I.G. Farben, etc.) were not only p u m „ 
operation again but also considerably 

how West Germany became a serious rival of Great Britain bra nee 
and other West European countries on the international market tor 
manv tvoes of industrial output (military included). 

The same things have happened as afler World War 1, when German 
indu rv heir g revived will! the help of foreign loans, and strengtl.o d 
"i h Renewed production capacity, put several 

tries, unable to sustain German compclition on the uorld maiket, in 

dif SV P of American monopolies' financial ties with West Ge = o«» 
have been carefully hidden rather than paraded in public, ol 
p iallt- when the/ are investing in the same enterprises on astamg ba- 
sis The interlocking of the interests of American and West German mo 
nopolies, which took a variety of forms (as after World War I), has now 
araiiired an immense scale. (P n 

^American companies operated as vigorously in Fr nce^ 

where US. direct investments were more than .s/40 million n tne 
Sy 60s and $1,790 million in 1966.'* One of the mam forms of the in- 

tTs^Zy of Current Business, 1963. 43, 8: 18; US. Direct fg^Jfe* 

1966. Fill Data. A supplement to the Survey of Current Busmen (L.S. Govt 
Printing Office, Washington, D.C., 190/), p 61. 
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terlocking of American and French financial interests was shared owner- 
ship of the stock of enterprises while the investment of capital was con- 
centrated mainly in the oil and manufacturing industries. American 
corporations like Exxon, Texaco, Mobil. Chrysler, International Busi- 
ness Machines, International Telephone and Telegraph, Caterpillar, 
and International Harvester developed vigorous investment activity 
in Franco. Direct investments became a main instrument of U.S. eco- 
nomic expansion into the French economy during the 60s. 

This is the place to introduce a striking example of how this machin- 
ery of exploitation of other countries, based on the export of capital, 
operates. We quote the French economists Goux and Landeau: 

Let US take an example. As an American I invest 1,000 at a given moment, in, 
for example. France, by merely asking thai country pure and simply to open 
me a credit, of 1,000. On the balance of payments between France and the Unit- 
ed States a deficit of 1,000 appears. The first year, these dollars placed in 
France bring in 150 half of which T repatriate to the United Slates (or 75). 
The other 75 I reinvest locally, and finally, at the end of the year 1 am in the 
following position: 
1st year 

U.S. capital abroad 1,000 - 75 - 1.075 

Payments deficit — 1.000 -f 75 — 925. 
The second year my $1,075 bring me in 15 percent of $1,075, i.e. $162; 1 rein- 
vest. £81 anil repatriate $81. The result at the end of two years is as follows: 
2nd year 

U.S. capital abroad 1.075 -f 81 - 1.15(3 
Payments deficit — 925 4- 81 — — 844. 
and so on... At the end of nine years the U.S. capital abroad has become $2,000, 
and the balance of payments US nil. The trick is done. The debts are paid off. 
France has financed the placing of an investment on its own soil that is going 
to increase from that date on without doubling the slake... This iron law of the 
accumulation of U.S. capital abroad and of* income from the investments that 
results from it is fundamental. 27 
This example, which is typical, on the whole, of U.S. expansion, well 
illustrates the role of the export of capital as a means for ruling markets 
and consolidating the competitive position of American companies. On 
the other hand, it is also a means of getting around customs barriers, 
which has intensified the expansion of American companies on the Con- 
tinent after formation of the Common Market. 

American companies actively infiltrated the economy of Italy. Un- 
der pressure of the USA, which had set herself the aim of converting 
Italy into her reliable military and strategic bridgehead, the doors of 
the Italian economy were open wide to foreign monopolies. The main 
sphere of U.S. investment were industries like oil, electrical engineering, 
and chemicals, which accounted for two-thirds of it. In 1955 Italy adopt- 
ed a programme of economic development known as the Vanoni Plan, 
which aimed al attracting foreign capital in large amounts in order to 
realise its goals, as well as drawing on local resources. As a result, leg- 
islation on foreign investment was enacted that provided favourable op- 
portunities for American capital to infiltrate the economy. By that 
time the road for a mounting volume of U.S. investments in the Ilal- 



37 Christian Goux, Jean-Francois Landeau. Le peril americain. Le capital 
americain a Vetranger (Calmann-Uevy, Paris, 1971), pp 134-135. 
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iau economy had been paved by the American capital that had man- 
ned to infiltrate Italy during the fascist dictatorship. 
ag We would also stress that the main investors in I ai hadjor Jgg 
heen Swiss companies, many of which belonged in fact to the USA. 
The infiltration of American capital took the form, in the main of di- 
Je t participation, and not the buying of shares. U.S ^Pf^ 8 ^ 
Erred that form because it guaranteed them the most reliable contiol 
over foreign enterprises, or even whole sectors of other countries econ 
n^es depending on the specific conditions. The major American oil 
particularly great interest in the Italian economy 
C ° 11 I example of their drive was Gulf Oil's attempt to gam control of 
Montecatini The pretext for it was the dissatisfaction of Gull s top 
S SS with the Italian legislation on exploration and PJoducUon 
S oil In 1957 Gulf announced its intention of withdrawing rom Pet 
rosud, a company it had set up jointly with Montecatini for ■ oi 1 explora- 
lion and production in continental Italy. In announcing its intention 
^Transfer its shares in Petrosud to Montecatini the American monopo- 
v- management hoped to exchange them for shares in Mont eca L m it- 
self The manoeuvre was quite simple: in this case the total number ot 
shares held by Gulf Oil and by the Italian company Fauna and Gi us- 
Siiani associated with American capital, would be greater than the 
number controlled by the Italian public institute or industria recon- 
struction, with all the consequences entailed, i.e. Italy s de facto Joss ot 

th % C he^e P facts. and many others, from the history of U.S. monopoly caj- 
itars neneLration of the Italian economy, show what a dangerous di- 
S Ion of development Italy's participation in the Wostern^ powetS 
military blocs has entailed, and what a price this country has to pay 
Wall Street for financial sops and illusory 'security . N P»her- 
The U S. monopolies also considered Austria, Denmark, the Nether 
lands and other small West European countries suitable areas lor tne 

^S^f^~-the decisions of the Potsdam Co— 
of 1945 and the Austrian State Treaty of 1955 -provided the condit ions 
fc Austria's independent economic and political development^ Unto 
them German property in Austria was initially confiscated m favour ot 
the Allied po^rs and later transferred to the Austrian government on 

certain terms under the State Treaty. ^Hnnalisation 
In spite of this change in the situation, and partial nationalisation 
of Austrian industries, the foreign monopolies' position is ne ™™*}*** 
very strong in many sectors of the Austrian economy, and American 
capital now has a leading role to play in it. American 
In Austria and several other countries, we would note American 
capital competes with West German monopolies, and with belgian, 
Dutch French. Italian and Swiss capital. West German capital, more- 
over has a leading place in the struggle to infiltrate and capture key 
notions in the most important sectors of the Austrian economy. 
P Analysis of the facts about the infiltration of Continental countries 
l, y American capital indicates that the Netherlands is by no means m tho 
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last place. In many respects she is an example of American monopolies' 
expansion into a relatively small country that has been caught in the 
U.S. vice both politically (through membership of NATO) and economi- 
cally. There were several reasons for the intensified How of American 
investments into the Netherlands. 

(1) American monopolies have been investing more and more there 
because it is the most reliable area for them from the angle of absence 
of risk of nationalisation of invested capital. That, of course, is a reason 
for an increase in American investment in Europe in general, but while 
Wall Street considers Europe as a whole relatively reliable in that re- 
spect, it reckons the Netherlands to be particularly so. (2) American 
monopolies decided to infiltrate the economies of the smaller countries 
of Western Europe deeper in order to compete more successfully there 
with British, French, and West German capital. The growing competi- 
tion with West European capital in connection with the formation of 
the Common Market pushed American capital to create firmer positions 
for itself in Western Europe. 

American monopolists intensively exploited the economic and polit- 
ical difficulties of several European countries, the Netherlands includ- 
ed, as we well know, in order to infiltrate their economies. The Dutch 
economy was in difficulty because of the loss of such a source of profits 
as Indonesia (the Dutch East Indies), and the American monopolies 
dnl not. fail to exploit that fact; many of them set up dozens of daughter 
enterprises in the country; considerable capital was also placed in 
mixed, Dutch- American companies. 

The U.S. press openly admits that American monopolies have been 
attracted to the Netherlands, in addition, by the opportunity to trade 
with European countries via her. The many Dulch industrial plants are 
linked by a network of canals, railways, and motor roads both with 
ocean ports and with lands in the heart of Europe. 

In the eyes of American capital the Netherlands is the ideal point in 
Western Europe for establishing a stronghold for operations within Eu- 
ropean countries, especially members of the Common Market. 

Belgium, Denmark, and the Scandinavian countries, too. did not 
escape from the field of American capital's operations. 

Study of the way it infiltrated Japan presents great interest, both 
from the aspect that it is constantly increasing in rates and scope and 
because of the forms it is taking. Tn addition, the fact that this infiltra- 
tion is a matter of the expansion of U.S. monopolv capital within a 
big capitalist country with a developed economv (and especially 
industry) in itself points up the great importance of analysing the 
actual situation in this field and some of the conclusions that follow 
from it. 

The character and scope of the injection of American capital into 
Japan have had such an effect, on her economy that it inevitably gives 
rise to serious antagonisms between U.S. and Japanese capital. The fact 
that the Japanese bourgeoisie gives prioritv to the immediate interests 
and the temporary economic advantages it gets from collaboration with 
American capital, rather than to Japan's basic national interests, does 
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not remove the contradictions that have developed between Japan and* 
the USA and which will continue to develop. 

There can be no doubt that, as Japan becomes more conscious that 
her economic dependence on the USA contradicts her fundamental na- 
Uonal^erests, LrewUJ be increasing resistance to ^ P^cy pur ^ 
at urgent by her ruling circles to the detriment of hei vital interests. 

Many facts have been depicted in the Western and Japanese litera- 
ture on American capital's infiltration of the ^^^^^ 
show that in the mid-60s U.S. direct private investment W Japan vm 
$31 million, 26 89 percent of which was in her manufacturing and oil 
industries Tl ese data are far from complete, of course, because Am e - 
icon capital's infiltration takes very diverse forms and is not reducible 
m P ly P to d\rect investment in the economy The building o American 
military bases and numerous facilities (highways, bridges, etc.) is one 
of the forms of the expansion of U.S. capital in Japan. 

The exploitation of Japan, like that of the other countries which 
arc the object of the export of American capital, takes rapacious loims, 
owinglai^eTy to the fact that, several Japanese industnes (oil aviatnm, 
etc ) are particularly dependent technologically on U.S. capital. 

The pecul iarity of Japan's position is that, while subject to exploita- 
tion bv American capital (which was facilitated in many respects by 
^sSaSSK^^Wce Treaty), she herself is more an , more- 
persistently looking for spheres of investment outside the co .ntiy. A 
main aim of this drive is to capture sources of raw materials for Japa- 
nese industry that the USA used in many cases to sup^y. 

One is -truck bv the fact that moie than half ot all U.S. investments, 
is in tlJ JaP -cse oil industry, which indicates the role that U.S. ino- 
nopolv capi ai assigns to winning key positions in this important secto. 

One of * he forms of infiltration of Japan employed by American mo- 
nopolies apar from the loans and credits granted on fettering terms, 
? buy ng of the shares of the Japanese owners of industrial en erprise^ 
U S capital's experience of obtaining tax concessions in coun i les- 
that are fields of its investment has also found quite broad applica- 
tion in Japan. With the connivance and encouragement ot her rulers 
American capital managed to get exceptionally favourable terms there, 
much more advantageous even than in some developing count ries. 
Japanese legislation grants foreigners big conces ions on comes 

The U.S: authorities encourage m every way the f; abhs J n ^ t ^ 
functioning of various kinds of organisations and societies m Japan that 
prmote the infiltration of A-erican capital. Many o then = 
the early postwar years, when the American military command rujed 
the roost in Japan entirely uncontrolled. n „ n , m 

American investments are made primarily in big enterprises, predom- 
inant h in the heavy and war industries, and also in undertakings serv- 
Z hem In thai "respect U.S. monopolists behave in Japan as they 
do in ot^er lands, t rying to get control of the main sectors of the ecmi- 



" U.S. Direct Investment Abroad, 1966. Final Data, p 31 
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■omy; this applies primarily to private capital, which is the main chan- 
nel ot U.S. direct investment, in Japan. 

I t is convenient a! this point to recall the statement of Dean Ache- 
son, then Under Secretary of State, and subsequently U.S. Secretary of 
State, in Cleveland, Miss., on 8 May 1947, when he set the USA the 
toll owing task: 

The ... thing we must do in the present situation is to push ahead with the re- 
construction of those two workshops of Europe and Asia— Germany and Japan- 
upon which the ultimate recovery of the two continents so largely depends ™ 
In reality the history of U.S. capital's postwar expansion most ob- 
viously confirms that American imperialism has played a decisive role 
in the rapid economic growth of these two countries* furthered the for- 
mation of new 'centres of strength' of modern capitalism through its 
deep infiltration of its overseas partners' economies, and continues to 
retain important levers in its hands that help hold them within the or- 
bit of its influence. 

Acheson's statement, however, is notable, of course, not for what it 
said about the significance of American investment in Japan and Ger- 
many and the need Mo push ahead' with the reconstruction of what he 
called the "workshops of Europe and Asia' with allusions to geographical 
determinism in the spirit of Montesquieu. U.S. investment in Japan and 
Wast European countries has naturally had a favourable significance 
only for American monopolies and their policy, but by no means for 
the real interests of these countries' people. 

2.2. The scope and direcfions of modern expansion, 
and growth of exploitation 

American capita , basing itself on the bridgehead mentioned above, 
has actively expanded in Western Europe. The forms of expansion, it 
goes without saying, are not limited to direct private investments 
Portfolio investment and exports of loan capital grow rapidly Rut in or- 
der to compare (he data with that of earlier sections of our book, and to 
take the available reliable statistics into account, we will confine our- 
selves to private direct investments, as the most important form of the 
placing of capital abroad. 

The figures in Table 7.12 show that American investments grew most 
intensively in Western Europe after 1966. and increased by a factor of 
around six between 1966 and 1981. In 1981 they accounted for 60.6 per 
cent of all U.S. direct investments in developed capitalist countries. 
The significance of Western Europe thus rose considerably (45 per cent 
of U.S. investments in Western countries were there in 1966). The bulk 
of those investments was in manufacturing, although there was a rela- 
tive drop in their share, from 54 per cent in 1966 to 45 per cent in 1981. 
Investment in the oil industries of West European countries displayed 
stable growth over the whole period: its proportion was regularly be- 
tween 20 and 24 percent of the American investments in the region. 



29 Pacific Affairs, 1947, 20, 4: 371. 
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ItmL Private Investment* in^lojed Capitalist Countries, 1966-1981 
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vv. nrl Parlier that U.S. direct investments in the economy of West- 

Western Europe, ^g- ^ ^XXn 
ttoning there around ^OQOta Bl|Lco« r ^' e ises employed more 

reached the gigantic sum of $394 b „ llu »"- bUlioB ' , iet profits 
than 3,100,000 persona; their gross probts were $2»3 billion, P 

KSS^^^S^^ thM suck Mg sources 
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Table 7.13 
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** Including Luxemburg. 

Source:: U.S. Direct Investment Abroad, 1960. Final Da to. p 31; 

U.S. Direct lnxeitvient Abroad, 1977, p 4fi; Survey 0' Cur- 
rent Business, 1980, 60, 8: 26; Idem, 1981, 01, S : 31, 32; 
Idem, 1982, 62, 8 : 21-22. 

for financing foreign investments as. for example, lecal lean capital. 
Soviet economists nolo that .American corporations' annual investments 
abroad are 50 to 200 per cent greater than the increment shown on the 
books, which means that the real capital American firms operate out- 
side the USA, especially in West European countries, must be valued 
much higher than is shown in official U.S. statistics. 32 In particular, 
the market value of U.S. direct private investments in the EEC were 
valued in the early 70s at around 50 per cent above their nominal 
value. 33 

Britain has a central place in the West European investments of 
U.S. private capital. In 1980 more than ;^28 billion was invested there, 
which was 29 per cent of all the U.S. capita] invested in the region. Its 
flow to Britain had been rising continuously, so that her relative weight 
in the overseas investment operations of U.S. companies fell very lit- 



82 M. I. Zakhruatov. The Increasing Unevenaess of Capitalism's Development 
and the Position of the USA. In M. I. Zakhmalov (Ed.). Op. cit.. p 22. 

33 V. F. Zhelezova. Amerikansky kapital v ekonomtke EES (American Capital 
in the Economy of the EEC), If yea, Moscow, 1973, p 24. 
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tie on the whole (she accounted for 33 per cent of the U.S. investments 
in Western Europe in I960). , Kl , aiirp j« tj s. 

In 1980 the share oE Britain, West Germany, ^J™*.^^ 
Lestment in Western Europe as a whole was ^ per cent an d 69 per 
cent of the investment in EEC members. In the second hall c tire iv 
the total of U.S. investments in the British economy began to exceed 
their combined total in West Germany and Franc*; Kinedom 

investments Uo.o Blinonj . 1U , , OTlfl . ArcU uu] «2 billion in corn- 
billion has been invested in banking, and aiou lQ *-^" 10 ^ Weslcrn 

be W Jt -30, they 

increased by a tactor of 6 ± in the United Kingdom during this period. 

from .2.8 billion to m billion, i.e. by a factor of *|. Nearly two-tlnrds 
ZZTy reached $3 4 billion in 1980, and investments m commerce, 

in engineering and the chemical industry b. lion). ^ 
The growth of Amencan drrec '^^^ea ed nearly nine- 
deserves ^'7 t ' on 1 Bot , wo f e " s 19 ,bi? 1 on There are also big U.S. invest- 
ed and reached a level of $8.2 bUUon. W«W billion respectively), 
ments in Belgium and Italy gUbffl Wfc^P J doub i e effect on 
U S direct investments in Western E-uropu , . , 

no small profit (see Table 7.14). 
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Table 7.14 



Profits from U.S. Direct Private Investments 
in Western Europe, 1966-1981 

($ million) 





Total 


Oil industry 


Manufacturing 


Year 


Trans- 
ferred to 
USA 


Reinvested 


Trans- 
ferred 
to USA 


Rein- 
vested 


Trans- 
ferred 
to USA 


Rein- 
vested 


1966 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 


637 
730 
735 
955 
1,266 
1,505 

1 , uou 

2,244 
2,945 
2,643 
3,085 
4,457 
4,610 
6,489 
8,385 
7,249 


414 

423 
617 
1,054 
1,136 
1,215 
1 8QI 
3,507 
2,768 
2,345 
3,084 
2,845 
5,665 
10,627 
7,610 
4,625 


— 16 
5 
—7 
29 
36 
127 
tfi 
196 
360 
381 
547 
927 
816 
1,599 
3,646 
3,307 


— 65 
—42 
-86 
—103 
49 
—52 
18 
575 
434 
142 
33 
—98 
213 
2,884 
2,236 
2,038 


453 
526 
520 
602 
901 
922 
1 .084 
1,358 
1,534 
1,330 
1,585 
2 ,443 
2 , 561 
3,091 
2,822 
1 ,969 


338 
285 
514 
870 
679 
747 

2,071 
1,580 
1,261 
2,011 
1,865 
3,572 
4,873 
2,822 
1 ,014 



Sources: Svrvey o; Current Bvsineg?, 1980, iiO, 8: 24-2f>; 

Idem, 1981, 61, 8: 27. 3&-3S; Idem, 1982. 02, 8: 
17. 25, 20. 



The year's total of profit transferred to the USA in 1980 was nearly 
13 times as big as the profits repatriated by American companies in 
1966. When we turn to the country-by-country breakdown of their in- 
come from Western Europe, the highest profit (according to the data for 
1980) was paid to U.S. corporations in Great Britain ($b.h billion, more 
than 40 per cent of which came from investments in the oil industry). 
Then came West Germany, where American business received $1.9 
billion, most of which was also yielded by the oil industry. It is charac- 
teristic that Switzerland was in the third place as regards level of prof- 
its: the USA obtained Si -9 billion there in 1980. The profit made in 
the Netherlands was $1.8 billion, in France $1.3 billion, and in Italy 
§1.3 billion. 

U.S. investments in the oil industry in Western Europe, it is worth 
noting, were showing a loss for several years in the 60s. Then, especial- 
ly after 1973-4, the profits from it began to rise steeply, reaching $5.9 
billion in 1980. A link can be clearly traced here with changes in the con- 
ditions of American capital's operations in oil-producing developing 
countries, which we shall deal with below. Here we would note that the 
long-term policy of the American oil monopolies has been to try and 
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rnncentrate profit to the maximum at the extraction stage. An increase. 

tner concessionaires into purchasers of nationalised oil, had then lor 
P interest in concentrating profits in the f^tm^ 

At ihP same time the reinvestments of their affiliates in western 
Euro^ tr™, X *£& period. In 1978*0 alone .hey reinvested 

53 z^fJvi^^?:^ LI-* 

Apoiogisxs \ tr .I m np o-enuinelv wants American enterprise 
fed* toSmore tna ^t£&&, * eflect, put themselves 
CtoSSSTw the compeLg Enxopean |M«^ 
the be«l deal'". 34 American capital's infiltration ot he economies ot 
R£ Europe is in facUaklng ^ Sg^^'SBS 

dCP U d S en diro 0 c» ^Investment* in Canada increased from $17.7 
bill on to W0 billion bet ween 1966 and 1981, i.e. threefold Ac ha rac- 
Si" feature of Canadian-American relations over the whole penod 
of heir h story has been Canada's inequality in her links with. her iich 
,d"w southern neighbour. It is essentiaUy a matter ^ 
in fact subordinating Canada's leading industries to herselJ uiiougn ?x 
paXof^vaU monopoly capital which *M Z 
Canadian economy on American technology. ^ ™ f f ™, 

penetration is so great that ils economic *«^^MAcJSuSS- 
» rW Interlocking of the two economics, within whicn Lanaaa is . i 
1™ IssST the role of the exploited partner. In the sphere of poll- 
7kJ t nS"*« links are never spoken of otherwise than as spe- 

C " form of the expansion of U.S. capital in Canada ha S 
been direct investment (see Table 7.15). , 

Bv the early 80s the share of U.S. companies' investment iu Canada 
manufacturing"industries was 42 per cent, a proportion tha was con 
Sover the whole period from 1966. U.S. ^ { T'^T iVu^X 
industry was 29 per cent in 1981 of the total; the share 
Serf % commerce, banks, insurance companies, etc., was 36 per 

Cen Vn *m of the fact that the share of Canada in U S. direct foreign 
investments essentially declined between 1966 and 1981 from 44 to 
gtffiW still occupies first place in the capitalist world 
In total direct investment of American capital, gar weight 
^n Ynvest.ment in manufacturing, mining and tt. oil industry o the 
non-socialist world is particularly heavy (21. 45, and 21 per cent 
spectively). 

iTW^andolph Burgess aud Japes Robert Huntley ^uro;. a»d A m erica 

the Next Ten Years (Walker & Co., New York, 1970), p VI. 
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Table 7.H 

U.S. Direct Investments in Canada, 19MJ-1981 
($ million) 



Sector 


1966 


1977 


1978 


1979 


1980 


1981 


Total 


17,713 


35,052 


37,071 


40,243 


44,978 


46,957 


mining 


1,976 


2,923 


3,006 


2,854 


3,061 


3,360 


oil 


3,171 


7,015 


8,246 


8,648 


10.800 


10,705 


manufactur- 














ing 


6,697 


14,795 


17,477 


17,392 


18,876 


19,658 


commerce 


859 


2,990 


2,465 


3,597 


3,894 


4.146 


finance (ex- 














cept bank- 














ing, in- 














surance 














companies, 
real estate) 






3,886 


5,834 


6,116 


6,821 


2,198 


5,529 



Sources: as for Table 7.14. 



American capital's domination of Canada's economy and the 
country's efforts to limit its expansion have led to the growth of serious 
antagonisms in the two countries' relations, especially in recent years. 

One of the first problems was the establishment of the Foreign Invest- 
ment Review Agency (FIRA) in Canada in 1974, whose operations 
evoked marked dissatisfaction in U.S. business circles and the Adminis- 
tration, since it limited the uncontrolled nature of U.S. corporations' 
Investment decisions in the Canadian oconomy. In particular FIRA 
not only checks foreign investments from the angle of their advantageous- 
ness for Canada, but also makes the investors of capital responsible 
for a certain level of hiring Canadian personnel, proportion of pur- 
chases from Canadian producers, and degree of use of Canadian banks, 
and defines the part of the product that can be exported, etc. 

At this point we must note that these measures have not, in the 
end. exerted a palpable effect on the scale and character of American 
investments in the Canadian economy. As at August 1981 the Canadian 
government had approved 90.5 per cent of all cases when American 
investors appealed for an appropriate authorisation. Nevertheless the 
working of FIRA has become a main 'controversial question' in the two 
' countries' economic relations; as a consequence of these contradictions 
there has been an increase of tension in recent years in their political 
relations. Both American and Canadian writers have noted that 
a general distrust of multinational enterprises, a preoccupation that profits 
are being repatriated to the United States rather than invested in Canada, a 
perception that U.S. corporations concentrate their research and development 
efforts at headquarters rather than dispersing their research expenditures in 
Canadian affiliates— all of these feelings have created a fertile environment for 
an even more assertive, nationalistic array of Canadian policies. 35 

35 Foreign Affairs, 1981-82, 60, 2: 400. 
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The development of the energy sector in CWa £^ 
of Am-ican-Canadian relations under a n M^to** the c ? it ical 

dominance in its ec ^^ Trl >;. ^ AtJ Canadian srovernment foiinded a na^- 
Jatbreak of energy difficulties ^^J^g poscd the long-term 
tional oil-and-gas company I etio-Lanada ana u 
goal in domestic economic policy ol ensi ng a^We supp j 
Materials and full ^^^.^ c ^^^^^ national 
conditions for ^^^^T^^nol the revenues of this 

k GA and t 
0 f some of the land adangerous prece- 

industry and as regards W^ii^Mt^Mtt military and 

a very high income (see Tab to 7. 16). T J ^tmion in Canada; in 1980 
is striking. In 1966 they made a round » U i od 
these profits had risen ^^.^^^.^^ pdcd the total 
under review the volume oi reinvestments as are i 

profit transferred to in 1975-80 it had altered 

to reinvestments was 1 . 1.1 ^^S d between 75 and 100 per 

H Wot&Sare not so groat in A^^j^ 
the most developed West European «W*a^^^£ 
t£ i^XXUM^^L^ capitalist 

C °thTpositions that U S /-"rtattd hee^e^d'U^n 
before World War H, and the ^^^JStaSStS infiltration 

the monopolies of the Wo whon w0 analyse 

ofthe Japanese economy aft r the ar^lh^is^ j ^ 

U.S. capital's infiltration of J *P^' and Gsman financial 

West Germany, where o d *t*5ffB£5R^US^ monopoly 

SIS cases, too, the same 

major monopolies figure aid t0 Japan has played a big 

,0^: 22tfHV& r^lveltment £ Japanese monopoly 
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Table 7.16 



Profits from U.S. Direct Investments in Canada. 
1906-1981 
(S million) 





Total 


Oil Industry 


Mamifact Hiring 


Year 


trans- 
ferred 
to USA 


rein- 
vested 


trans- 
ferred 
to USA 


rein- 
vested 


trans- 
ferred 
to USA 


rein- 
vested 


1960 
1967 
1968 
1969 
1970 
1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 


665 
691 
733 
641 
819 
848 
795 
977 
1,180 
1,239 
1,385 
1 ,455 
1,615 
2,514 
2,200 
2,303 


627 
650 
834 
1,002 
699 
1 ,023 
1,379 
1,867 
2,214 
2,173 
2,451 
1,707 
1,724 
3,003 
3,589 
1,170 


98 
108 
130 
123 
150 
121 
135 
196 
252 
303 
282 
355 
419 
838 
628 
593 


85 
91 
108 
111 
159 
234 
276 
452 
530 
548 
724 
(ill 
564 
1,052 
1,358 
406 


280 
231 
224 
178 
278 
311 
351 
442 
506 
522 
633 
596 
710 
874 
796 

1,000 


285 
334 
442 
610 
339 
574 
770 
1,008 
1,298 
1,106 
1,202 
655 
679 
1,156 
1,037 
691 



Sources: as for Table 7.14. 



capitalism. As Japan was converted into one of the 'centres of econom- 
ic strength' of modern capitalism, U.S. monopolies began to regard 
the development of relations with her. and provision of their own 
'effective presence' in the Japanese economy as a key direction of 
their policy. 

Table 7.17 

U.S. Direct Investments in Japan, 1966-1981 

($ million) 



Sector 


1966 


1977 


1978 


1979 


1980 


1981 


Total 


731 


4,593 


4,972 


6,208 


6,243 


6,807 


oil industry 


287 


1,447 


1,694 


1,906 


1,570 


1,737 


manufactur- 














ing 


366 


1,968 


2,309 


2,775 


2,971 


3,277 


chemicals 


87 


465 


497 


670 


700 


781 


engineering 


222 


852 


1,272 


1,061 


1,141 


1,188 


commerce 


50 


810 


585 


1,040 


1,115 


1,225 



Sources; as for Table 7.14. 
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employing more than 390,000 Japanese. 



Table 7.18 

Japan's Imports of Oil, 1979-1980 





Financial year 




1979 


1980 




1,000 bar- 


pet 


1,000 bar- 


per 




rels per day 


cent 


rels per day 


cent 


Total 


4,763 


100 


4,294 


100 


Caltex 


729 


15.3 


694 


16.2 


Exxon 


527 


11.1 


422 


9.8 


Mobil 


397 


8.3 


388 


9.0 


Gulf Oil 


198 


4.2 


12 


0.3 



Source- Japan Petroleum ami Energy Weekly, 
1981, 16, 27 : 8. 

Profits from U.S. Direct Private Investments in Japan, 1977-1980 

($ million) 





1977 


1978 


1979 


1980 


I 


1977 | 


1978 | 


1979 


1980 


Total 










reinvested 


40 


156 


123 


30 












1 Manufacturing 










transferred to 
USA 


363 


499 


449 


624 


transferred to 










reinvested 


235 


684 


377 


246 


USA 


169 


264 


276 


279 


Oil industry trans- 










reinvested 


131 


368 


242 


144 


ferred to USA 


61 


66 


130 


145 




ne.il of* 


Currer 


t Bu 


intss. 



Sources: U.S. Direct Investment Atria*. V-'stV* ^ * ^"'^ 
1980, 60, 8 : 30, 32; Idem, 1981, 61, 8 . dS-dS- 
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supplied 39 per cent of Japanese oil imports in 1979, and 35 per cent 
in 1980. 

Big American companies also operate in the radio electronics and 
engineering industries of Japan. In spite of the barriers that exist in 
the way of American exports of capital in Japan (administrative and 
currency regulations, limitations on spheres of investment, etc.), the 
U.S. affiliates there do not experience any difficulties from Japanese 
governmental agencies. According to the figures of the census of U.S. 
direct foreign investments for 1977, more than 93 per cent out of 870 
non-banking affiliates of U.S. companies in Japan gave a negative 
answer to questions whether they were required to limit their exports 
or imports, acquire some of their raw materials from local suppliers, 
or use a certain amount of local labour. aG 

The figures on the profits of American corporations in Japan show 
that most of them are made in manufacturing (see Table 7.19). 

The American companies in Japan prefer to repatriate their profits. 
While reinvestment and repatriated profits are roughly equal in 
Western Europe, and reinvestment considerably exceeds the total of 
the profits transferred to the USA from Canada, that is not the case in 
Japan. But there is a distinct trond toward growth of American direct 
investments in Japan's economy, and an increase in the profits made 
by them, which indicates a broadening of the scale of American expan- 
sion there. 

The summarised data on the profitability of U.S. direct private 
investments in developed capitalist countries are indicative (see 
Table 7.20). 

The crisis of the economies of capitalist countries today is inevita- 
bly sharpening the struggle within the camp of imperialism for markets 

Table 7.20 

Movement of the Rates oi' Profit from U.S. Direct 
Private Investments in Developed Capitalist 
Countries, 1960-1980 

(per cent) 



Year 


All 
industries 


Mining and 
smelting 


Petro- 
leum 


Manufac- 
turing 


Others 


1960 


8.3 


8.4 


4.1 


10.7 


10.0 


1970 


8.7 


11.2 


3.2 


10.2 


10.3 


1975 


11.7 


12.2 


9.0 


11.1 


14.3 


1977 


10.6 


10.4 


8.7 


10.8 


12.4 


1978 


12.1 


9.1 


9.3 


14.3 


15.6 


1979 


17.9 


16.4 


21.4 


16.8 


17.1 


1980 


18.4 


22.8 


25.1 


12.0 


13.7 



Calculated from Survey of Current Business lor the years 
concerned. 



" U.S. Direct Investment Abroad, 1977, p 170. 
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, nd spheres of invest*,**, which is lately con.pUc.ting economic 
Relations within th. c.pU.U* „. u.s.-produced goods 

The ways of tackling the d MM ^'" m * low d by U.S. ruling 
outside the Amencan market ^Jf^^STttlW, whatevet 
circles in recent years (loans ere. Ute. m. in complicating 

their scale, have the character I cmmtri es' econo- 

ac or is the arms race and military .on of "M*^^ United 
Sies. The burden of military productio * ^ ,| d onto the 

States in a number of ^^'^'X^uUttooitte they who bear 
Moulders of the working section, of the WggJ»«££ t0 which U.S. 

tb e costs ™™^f^%%*J?£TJ£ withnuiltimillion 

S x Z h ^^V^^M^ *> broade,u " s 

operations is particularly clearly displayed in that. 



$3. Capital exports as an to*™^™^ 
neocolonialism. American investments in Asia, 

Africa, and Latin America 

Many of the fundamenta! jj-gg^^ g^lt y S| 
countries and monopoly capital (1 f - f 1 Ual as a means 

decades, by official policy) ^^ ^^ ^^ ^'> a ol 
of neocolonialism. These prob cms incite the i r 

Jabi.ur imposed on the «f^J^^^SSS|tt**, «' ntro1 ' 
colonies are still in the position o I an ert loitecr penp . • nomfes by 

still preserved, over the ^W&^e profit ontflow to the 

foreign W^^ffi^J^^ now called -former-) contin- 
metropohtan countries (although Wej ar ^ cnia „cipated 

like 

a heavy press. strengthen ing of the struggle in 

At the same time there ha, ?^ a AS 
developing countries for econW^^d^^^Y ^ f 

ic relations with Western P art »£^ to the public 

the centre of f^^^^S^ ISIto * fe«*> 
sector, liquidation of teuda over their natural 

enterprises in order to f^^^^^^Sw^ countries 
resources, and the training ^^^SSfSS active force in 

international politics. And cinnou i w Uilc still expenenc- 

completed Without comp .cations he^ ^r^s^ economic 
SJI© Jjolffi^ effects of the imperialist 
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monopolies' expansion, and are taking part in working out a programme 
for international economic relations that would be fair and equitable. 

American capital and the policy based on it are the mr.in obstacles 
in the way of nations' independence and progress. 

3.1. The scale of the increase of expansion 

In the preceding chapter we demonstrated from concrete facts and 
comparisons how American imperialism, trampling on the sovereignty 
of the countries of Asia, Africa, and Latin America, increased the 
scale of economic expansion in them in the early postwar decades. 
Over those years the neocolonial substance of American foreign policy 
was finally moulded and intensified. The second half of the 40s, the 
50s, and the early 60s passed under the sign of a predominant American 
infiltration of developing countries, and grabbing of the chief mineral 
deposits in them needed by the USA and its Atlantic partners. In 
accordance with the aims of the American foreign economic strategy 
then, that period can justifiably be called one of a sort of 'colonialisa- 
tioiv of the economies of developing countries by U.S. capital, when 
a kind of bridgehead was created for unimpeded pumping of material 
and financial resources out of developing countries to the USA in 
subsequent decades (as American strategists reckoned). As a result 
70 per cent of the total capital exports from developed capitalist 
countries in the mid-60s fell to the share of the USA, and more than 
51 per cent of their exports of capital to developing countries. 

The goals of .American foreign policy essentially remained the 
same, but the United States was forced to adapt herself to the develop- 
ments in the world, and to the changing conditions of the functioning 
of capital in liberated countries. The class content of American foreign 
policy came out above all in a drive to contain advance of the world 
socialist system and to prevent the spread of socialism in developing 
countries. U.S. policy in respect of them is an important part of imperi- 
alism's fight against the social renaissance of our planet. 

The first steps in that direction were made in the early 60s when 
President Kennedy's Administration began to implement its 'new 
approach' to developing countries. It is relevant to cite here the eloquent 
remark of the American historian Arthur Schlesinger, Jr. that 

Kennedy s third world policy represented a consider;! blc break from the Washing- 
ton world view of the fifties... In the Eisenhower years the conduct of foreign 
affairs had rested on a set of abstract and unitary doctrines— about the uncommit- 
ted world, which we regarded as immoral; about the 'free world', or, as it was 
known in public documents, the Free World, which we hoped would conform 
to the principles upon which we fancied American society was based; and about 
the communist world, which we saw as a centralized conspiracy. Now each of 
these dogmas was undergoing revision. 

As we stopped regarding neutralism as a sin, so we receded from the in- 
sistence that nations which received our aid should adopt our economic creed. 37 



37 Arthur M. Schlesinger, Jr. A Thousand Days. John F. Kennedy in the White 
House (Houghton Mifflin Co., Boston, Mass., 1965), pp 600-610. 
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That turn in U.S. policv was predetermined by the break-up of the 
colonial svstem, as a result of which imperialism lost direct military 
and political control in most of the young states. The USA encountered 
a need to make considerable amendments to the practice ol her econom- 
ic relations with them, and for a certain programming ot relations 
with them on a long-term strategic basis. That was the mam fea ure 
of kennedv's policv in relation to liberated countries, a policy mat 
was possible in the conditions of American state monopoly capitalism s 
evolution in the 60s and that was adopted in the main by the iollovving 
Administrations. Given the upsurge of the peoples' national liberation 
struocrle and the intensification of its anti-imperialist and in some cases 
directly ant i-American content, the line of pushing developing countries 
toward a capitalist version of development, 'management ot this 
process bv means of sophisticated forms of economic coercion, and a 
course of neocolonial tying of their economies to the needs of developed 
capitalism, has become the key direction of the policy both ot the 
USA and of its NATO partners so as to secure their rear in global 
competition with world socialism. 

President Kennedv*s Administration thus pursued a more flexible 
Strategy toward developing countries, so as to preserve the foundations 
Of the capitaUst-cum-neocolonial relations that existed between them 
and moreover, to consolidate these foundations. 38 Subsequently many 
claims were made in the USA about the advent of a 'new stage in 
relation to developing countries; their ultimate sense, however always 
boiled down to a single idea, viz., to get rid of responsibility tor their 
backwardness, and to steer their development into a political channel 
advantageous to U.S. monopolies. 

\n expression of these anti-historical views was President Reagan s 
statement at the Cancun meeting of leaders of 22 countries m the autumn 
of 1081 when he advised the leaders of developing countries to lollow 
the example of the legendary American cowboy and Ho pul them- 
selves up bv their own bootstraps rather than rely on outside help . 

[f the USA were reallv concerned for the fate of the peoples of Asia, 
Africa and Latin America, and in eradicating backwardness and 
povert'v. hunger and sickness there, she could, for example, advise them 
to stop pointless spending of resources on the arms race; the UbA 
could, moreover, assume an obligation not to push them onto the road 
of militarism, to cut her own military appropriations, and to switch 
the freed resources, even partially, to development purposes. 1 hat is 
what the Soviet Union and other countries of the socialist community 
advocate. But the USA has not assumed such a responsibility, or given 
such advice, because that runs counter to the interests of American 

' If the President of the USA were really worried about the fate of 
oppressed nations he could advise them to tackle certain paintul 



38 See Yu. M. Melnikov. Vneshnepoliticheskiye doktriny SShA (U.S. Foreign 
Policy Doctrines), Nauka, Moscow, 1970 p 217 

8» U.S. News £ World Report, 1981, 91, 1<:23. 
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domestic problems through carrying out democratic social reforms in 
the interests of the broad masses, and could, at the same time, assume 
responsibility for reimbursing what the American monopolies had 
earlier stolen, and strictly control the U.S. transnational monopolies 
now operating in developing countries, because the historical responsi- 
bility for their economic and social backwardness, as we know, is not 
reducible just to the period of colonialism. The USA has not done 
that, however, because it, too, would contradict the interests of Ameri- 
can capital or, as they are accustomed to say, 'the vital interests of 
America'. 

Irrespective of changes in her foreign economic policy, the main 
instrument for carrying on the USA's international affairs is still the 
export of private capital, which was manifested particularly sharply in 
the second half of the 60s. American imperialists, as Gus Hall has 
remarked, are 

opening a new drive to establish greater financial hegemony over all coun- 
tries who are in their debt. They are demanding financial and economic sub- 
servience under the threat of cancellation of loans and the refusal to grant 
new loans. 

There is also the new attempt to use food and agricultural products as 
weapons of hegemony, especially in relationships with underdeveloped coun- 
tries. 40 

The figures in Table 7.21. show that the funds going to developing 
countries from the USA increased from $5.3 billion in 1965 to $.31.1 bil- 
lion in 1979, i.e. by a factor of nearly six. There were also substantial 
shifts in the structure of the exported capital. The increase in the flow of 
private direct investments from ^1.3 billion to ^8.1 billion calls for 
attention. Whereas 63 per cent of the total of U.S. capital exports to 
such countries in 1965 came from funds earmarked by the government, 
by the early 80s exports of private capital had become predominant and 
constituted 69 per cent of the total. This growth was strongest after 1973. 
(The reduction in the total of invested capital in 1976 and 1977 visible 
in Table 7.21 was linked with the consequences of the economic crisis of 
1974-5, but was also due to a change in the methodology of accounting 
for foreign direct investments adopted by the Bureau of Economic 
Analysis of the U.S. Department of Commerce.) The activation of 
exports of American private capital in the 70s was linked with a marked 
sharpening of inter-imperialist rivalry, and an intensifying of the 
instability of the Western countries' economies; a steep fall in pro- 
duction and growth of unemployment were closely interlocked in them 
with such serious upheavals in the world capitalist economy as the raw 
material, energy, and monetary crises. In those conditions the interna- 
tional aggressiveness of U.S. capital mounted, and also its inherent 
drive to secure itself access to sources of primary commodities in 
developing countries, ensure markets for its finished goods, expand 
local markets and defend them against competitors, and increase 
profits. 

The increase in American capital exports to liberated countries 
went hand in hand with a change in the methods of financing invest- 

40 The Words of Friends (Progress Publishers, Moscow, 1982), p 284. 
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Table 7.21 



Structure of the Annual Flo- Ca pitall 
to Developing Countries, 19bo-iy/J 

($ billion) 



Form of exports 


1965 


f 

1970 


1975 


197 


S 


id" 

1 V I 


7 
i 


1 Q7 




1979 


Private capital 


1.9 


3.0 


12. 


4 


11. 


3 


13. 


8 


22. 


2 


21.4 


direct invest- 
ments 


1.3 


1.7 


7. 


1 


3 


0 


4 


7 


".. 


6 


8.1 


portfolio in- 
vestments 


0.6 


0.6 


4 


1 


1 


0 


3 


6 


6 


8 


5.2 


export cred- 
its 


0.01 




0 


4 


3 


5 


4 


8 


7 


9 


6.8 


other exports 
(voluntary 
contribu- 
tions, otc.) 




0.6 


0 


.8 


0 


.8 


0 


.7 


s 


.9 


1.3 


Public capital 


3.4 


3.2 


4 


.i 


3 


.9 


6 


.3 




.2 


9.7 


Total 


5.3 


6.2 


17 


r 


It 




20.1 


31.4 


31.1 



Calculated fro* »fft«« ^f^K 'oV'CuS 
B&WMfS Irrespective years; V-8. Over- 

International Organizations, July 1, 1945 
to September ?$»Mf9. WA "flflfa W 
ing Office, Washington. D.C., 1980), P 4. 

m ent. In the 50s an ,1 ear.y £ ^ d ^S" 

£fi - r t. 8 - 9 bU,i0 "- 11,0 ***** o£ 

"'"n iXnd tS«d K the expansion of African 

^iESthS? Blowing back profits accumulated m 'recipient 
corporations U o ugl i pi o w * l( rcgions well „ 

' :oim ?Z t„ iSafdeveloptag countries, for instance, the years growth 

m ade by American .W^^^XffitoU investment 
turn to Latin America. ^Jj> f^J!^ proportion of reinvestment 



7Sta,.ud from S«™, o! Current But***, 1980, 60. 8; MM 1981, 61, 8. 
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tries provided 35 lo 02 per cent of the investment growth in Mexico, 
43 to 79 per cent in Argentina, and 50 to 06 per cent in Brazil. 4 - 

These facts .speak for themselves. They not only convincingly 
demonstrate how American private capital is 'growing into' the econo- 
mies of Asian, African, and Latin American countries, but also serve 
as an indication of the intensification of exploitation of their peoples 
by American imperialism. The growth of American investments in 
these countries, which has the result of increasing their economic de- 
pendence, is obviously being made more and more from their own funds. 

The figures in Table 7.21 also indicate that the USA has retained 
•direct investments as the main form of her placing of capital in emanci- 
pated countries, and is also resorting to diversification of the form of 
capital exports, utilising an increase in portfolio investments and export 
credits in particular for that purpose. In the 70s the share of port- 
folio investments rose from 19.1 per cent to 24.3 per cent, and the 
proportion of private export credits from 2.7 per cent to 32 per cent, 
while there was a relative decline in direct private investments at 
the same time from 58 per cent to 38 per cent. 

This increase in the proportion of portfolio investments and export 
credits is evidence of a marked activation of the American monopolies, 
which arc granting up to two-thirds of the credits received by the 
developing countries from private sources either directly or via the 
Euromarket. The U.S. Federal Heserve System estimates that the Big 
Six predominate in this, i.e. the Bank of America. Citibank. Chase 
Manhattan, the Morgan Guaranty Trust, Manufacturers Hanover, and 
the Chemical Bank. 415 

American banks' expansionist operations are based on their growing 
power and domination of the international payments circulation and 
Eurocurrency dollar transactions, the presence of the U.S. in all inter- 
national and regional financial centres (including Panama, Singapore, 
and the Middle East), and on the infiltration of American capital into 
the credit systems of most former colonies and semi-colonies. Finally, 
we must specially note the aggressiveness of the U.S. giant hanks, their 
constant drive for profit, and to compensate the decline in profits within 
their own country by switching at forced rates to highly profitable 
■operations, especially with borrowers in liberated countries (three- 
quarters of bank profits were coming from international transactions 
back in 1976). 

The USA has become the biggest exporter of capital to developing 
countries. Suffice it to say that around 46 per cent of all the direct 
private investments of capitalist countries in the non-socialist world at 
present come from the United States. 

The facts on the flow of American capital to developing countries 
for placing as direct investments also show the leading position of the 
USA in them, compared with other capitalist countries (see Table 7.22). 



42 See Survey of Current Business for August 198) and August 1981. 

43 See World Development. International Indebtedness and World Economic 
Stagnation, 1979, 7, 2: 184. 
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1 will be seen from these figures thatjwith | W tfr|rt^wi^^^- 
V7l%5 7^ American corporations have accounted on the xU.ole 

There is every ground, essentially, lor saying that g? 

pc tasks of U.S. foreign policy. 

Table 7.22 

(per cent) 



Capitalist 
country 


1965 




1971 


197 2 




1974 


1975 


1976 


1977 


1978 


1979 


USA 


51 .2 


51.2 


50.9 


44.0 


19.0 


(-193.4) 


09.0 


39.9 


51.2 


50.3 


59.2 


"Western Europu 


43.2 


37.1 


38.0 


47.7 


48.6 


202.7 


25.5 


38.8 


36.1 


33.1 


33.6 


France 


15.2 


0.4 


5.4 


5.5 


6.1 


21.3 


2.0 


3.1 


2.8 


3.7 


5.0 


United Kingdom 


10.7 


9.2 


7.1 


9.2 


14.8 


64.0 


7.6 


12.2 


12.9 


40.5 


11.2 


Netherlands 


4.4 


5.0 


3.9 


7.6 


1.9 


21.5 


2.2 


3.1 


5.1 


4.0 


1.2 


West Germany 


4.2 


8.0 


10.8 


44.2 


16.7 


62.4 


7.8 


9.8 


8.9 


9.2 


6.1 


Italy 


2.7 


3.3 


6.5 


6.6 


5.2 


8.9 


1.4 


2.7 


1.7 


0.6 


3.4 


Japan 


3.5 


7.4 


0.7 


4.8 


27. 6 


62.8 


2.1 


13.9 


7.0 


41.8 


5.4 


Canada 


1.5 


1.7 


2.3 


4.4 


2.6 


47.2 


2.9 


5.5 


1 


4.1 


4.3 



Source,- 1965-19.9 ^M«'»^^S^^ 
g*»f iSgWi-fSS iSSBftSS OKCD. Development Coopemtton. A<«,« 
for Hie respective years. 



The data on the regional breakdown of investments are WMg 
The figure* in Table 7.23 show that the regional structure of U S. direct 
tavfflSs in dovelopingcounlries did not undergo substantial changes 
The share of La in America-the main held of the expansion of American 
D ivate capital-accounted tor 73 per cent of all U.S. private i n est- 
Lns in developing countries in 1980 (72 per cent in 195a) he c In • 
ZW of Asia was 20 per cent in the same year (19 per cm » aia 55), 
»n/that of Africa— 7 per cent (9 per cent in 19o..>). In tne period re 
vLwed h to al of American direct investments more than trebled he 
increase after 1975 (when the total of invested capital doubled in the 
"SE&ffi being particularly active. Suffice t to say tha the 
export of U.S. direct investments to these countries was »14.9 billion 
in 1975-9 52 per cent of it to Latin America. 

While the general growth of U.S. private capital exports to develop- 
ing colintries was quite stable, several countries recorded a sign.hcant 



« Calculated from Survey of Current Business, 1981, 61, 2: 53. 
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outflow of American capital placed as direct investments. That concerns 
the Middle East and North Africa, primarily, where nationalisation 
(full or partial) of the property of American oil companies developed. 

Table 7.23 



U.S. Direct Private Investments in Developing Countries, 1965-1980 

($ billion) 



Region 


1965 


1970 


1971 


1972 


1973 


1974 


1975 


1976 


1977 


1978 


1979 


1980 


Latin America 


10. 8 


14.7 


15.8 


16.8 


16.5 


19.6 


22.1 


23.9 


28.1 


32.7 


35.1 


38.3 


Asia 


2.9 


4.1 


4.7 


5.3 


6.4 


6.6 


5.8 


5.9 


6.2 


6.7 


6.4 


10.7 


Middle East 


1.5 


1.6 


1.7 


2.0 


2.6 


2.1 


—4.0 


—3.7 


-2.7 


-2.2 


-1.0 


2.3 


Africa 


1.4 


2.6 


2.9 


3.0 


2.4 


2.3 


2.4 


2.8 


2.8 


3.2 


3.0 


3.7 


Total 


15.1 


21.5 


23.4 


25.2 


25.:-! 


28.5 


26.3 


28.9 


34.5 


40.4 


43.5 


52. T 



Sources: Survey of Current Business for the respective years. 

Not*. After 1974 the tendency toward a reduction of U.S. direct investments in the'oll 
industry of Middle Eastern countries because of nationalisation is nol adequately 
reflected in American statistics. That is due to the fact that the Bureau of Econom- 
ic Analysis of the U.S. Department of Commerce went over to a new method of 
accounting for foreign investments, under which parent oil companies' investments- 
in their overseas non-incorporated affiliate? hegan to he calculated from their net 
assets. Kef ore 197 3 the indebtedness of affiliates was relatively small, hut it 
grew considerably as a consequence of the steep rise in oil prices, the scale of 
'royalties', income tax, and the volume of oil produced. The muius sifin arose in 
connection with the fact that, a large part or the receipts from the sale or pro- 
duction was not included in the assets of affiliates hut was transferred to the 
USA. while indebtedness in payments of taxes and royalties was put down to the- 
affiliates. A result of this statistical operation was to hide the real volume of 
direct investments and the scalp of compensation for nationalisation of the prop- 
erty of American oil companies, which exceeded the book value of the invest- 
ments (see Survey oj Current Business, 1977, 57, 8 : 40, 45-4 7). 

3.2. The forms and directions of expansion 

The ISA is finding more and more that she can no longer suppress the 
liberation movement and impose a policy suitable to her onto new- 
countries by means of 'gunboat diplomacy', pressure, and diktat. 
Developing countries, furthermore, relying on the political and econom- 
ic support of world socialism, have repeatedly forced American 
imperialism to retreat, and have struck the first blows at the modern 
system of exploitation of them created through U.S. transnational 
corporations. Both the flimsiness of the programme of bourgeois-reform- 
ist transformations in developing countries drafted by President 
Kennedy's Administration and the abortiveness of the tougher lin& 
subsequently followed by the Johnson Administration were thus re- 
vealed. 

As the American researcher Stephen Krasner has noted, the nation- 
alising of the foreign assets of American companies that began in the 
mid -60s was 

a reflection of a general waning of American power at the global level... More 
important, the United Stales no longer can set the structure— the basic rules- 
of the game and institutional arrangements for the international movements 



332 



of goods, capital, and technology ^m^^^^^S^^ 

of he policy K d veloping countries, because the former o facia A.uer - 
^ n oclrine had significantly overestimated the f ^dTf 
Economic growth, and their capacity to advance along the road 
^nitnli^t development in a short historical period. 

developed capitalist countries' oconom.es (above all the USA s) and 
tries, said the following. _ 1 , I , triA - n nrvi ran no longer bo defined 



- Stephen D. Krasner. Defending ^^iSASS^S^ Jilt 
ments and U.S. Foreign Policy .(PnngBfcg ^f-J^Z' Mu ual Development 

and °- C - 19?3) ' 

P ^International Economic Report of tke President, 1074 (U.S. Govt. Printing 
Office, Washington, D.C., 1974), pp 19, 20. 
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approach that includes export of capital as well as development 'aid' 
and foreign trade. 

In the early 70s, therefore, the USA started to implement its eco- 
nomic expansion in developing countries more actively, making certain 
tactical amendments to it. The Nixon Administration tried, by means 
of them, to reduce the degree of U.S. involvement in rendering 'aid' to 
so-called second-rate countries and to concentrate its main efforts on 
key states. Appropriations for government 'aid' were reduced, and the 
conditions for activation of the operations of private capital were 
broadened. This curtailment was dictated to some extent by U.S. do- 
mestic economic problems, in particular the chronic unfavourable 
balance of payments and the huge deficit of the Federal budget. At the 
same time the expansion of exports of private capital led in the short 
run to an increase in the U.S. adverse balance of payments, although 
these losses were subsequently compensated (in the estimates of Soviet 
economists) by a reverse transfer of profits for five or six years. 48 
President Nixon's message to the Congress on foreign assistance (on 
15 September 1970) stressed that the 'goal will be to expand and enhance 
the contribution to development of trade and private investment'. 49 

The organisational structure of 'aid' programmes also underwent 
a certain modification; the 'aid' programme for economic development 
was separated from 'aid' for 'security 1 purposes, so as to spread the 
responsibility of the government bodies running the various 'aid' pro- 
grammes and properly evaluate the effectiveness of each programme 
from the angle of the interests of the U.S. government and monopolies. 50 ' 
In practice this reorganisation freed the hands of the advocates of 
active intervention in the affairs of other countries, especially by 
military methods and investments. 

At the same time the U.S. government adopted several measures in 
the 70s to extend assistance to the export of private capital to develop- 
ing countries; above all they included the setting up of the Overseas 
Private Investment Corporation (OPIC), repeal of the programme of 
compulsory limitations and control over the export of private capital 
(1974), and inclusion in the trade act of 1974 of a number of points 
that discriminated in the area of commerce and development 'aid' 
against emancipated countries that nationalised the foreign holdings 
of American companies. 

The establishment of OPIC was an extension of the system of govern- 
ment insurance of American monopoly capital's investments in devel- 
oping countries. There had been a system of public guarantees of 
private investments before it, but this function performed by the Agency 
for International Development (AID) was given specially to OPIC at 



48 For further details see G. G. Chibrikov, Sotsialno-ekonomicheskiye posled- 
stviya vyvoza kapitala (Socio-Economic Consequences of the Export of Capital), 
Moscow University Press, Moscow, 1971, p 85. 

49 Public Papers of the Presidents of the United States. Richard Nixon, 1970' 
(U.S. Govt. Printing Office, Washington, D.C., 1971), p 747. 

60 SeeR. I. Zimenkov. The Strategy of U.S. Economic Expansion in Developing 
Countries. In M.I. Zakhmatov (Ed.). Op. cit., p 319. 
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the end of 19G9 in a broadened form that responded to private capital s 
driving to give a stronger impetus and at the same time a more inde- 
pendent orientation to programmes aiming to promote private 
American investments in developing countries.* 1 I lie main directions 
'of OPIC's operations were the granting of investment guarantees, 
direct financing, assistance with pre-investment feasibility research, 
and the provision of information needed by investors. 

During its first ten vears (1970-79) OPIC gave American companies 
operating in 08 developing countries investment guarantees to a total o 
around $10 billion in political risk insurance alone which inc uded 
insurance against expropriation, losses resulting from 
bances, and other obstacles to the export of capital or of profits 8 ^ bince 
1974 OPIC has assisted 681 investment projects to a total of $bo.S billion. 
In the opinion of its president. J. Bruce Llewellyn, these activities 
correspond fully to the interests of the USA since the investment 
nroiect* enabled 47,000 additional domestic jobs to be created in the 
USA and $5 billion worth of U.S. goods to be exported and would 
ensure a net capital inflow to the USA of around $loo million. It was 
not fortuitous that he declared in this connection: 

1101 is a two-way street, which infu.es new MM*** 

the developing nations bul into the U.S. economy as well bj <V^»"g5& 
new and growing markets and generating increased exports of U.S. materials 

OPRrs'activitv has beer, broadening in recent years. In 1978 the 
U.S. Congress amended the range of its powers, which boils down to 

th ^i\° to promote an acceleration of capital exports to the least devel- 
oped countries, where the GNP per capita was less than %o20 a year; 

(ii) to draw the small and medium-sized business into broader par- 
ticipation in operations on international markets, and to allocate it 
at least 30 per cent of OPIC's guarantees and insurances 

One mav also add that OPIC was actively concerned at the end ot 
the 70s With a programme to support projects to prospect tor new 
sources of minerals and energy. The total insurance cover of projects to 
explore for oil in Egypt, Ghana, and Greece came to $2/ /million m 
1979- a loan of Ml million was guaranteed for expanding mining lacility 
in Indonesia; in 1980 OPIC provided insurance for the expansion ot 
a nickel-copper-cobalt mine in Botswana. A new direction m OF1U s 
activity too, is the letter of credit guarantee insurance-to strengthen 
'the competitive position of U.S. construction and service contractors 
in bidding for overseas contracts', 51 and also the insuring ot mixed 
enterprises in developing countries with participation of American 
capital, since the socio-economic changes taking place in them, and t ie 
process of nationalisation and increase of the public sector in the 



51 Christian Goux, Jean-Francois Landeau. Op. cit., , p 67. Uo „ iein 

« H.R. Subcommittee on International Economic Policy and Trade. Pr ^ ™ 
of Activities of the Overseas Private Investment Corporation (U.S. Govt. Printing 
Office, Washington, D.C., 1980), p 58. 

™ Ibid., p G2. 

M Ibid., p 59. 
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extracting industry in some of them, have forced American corpora- 
tions in many cases (in particular in the case of Middle Eastern oil) 
to pass from the position of investors to that of contractors. 

It is important to stress that the growth rate of U.S. direct invest- 
ments in developing countries began to exceed the corresponding indi- 
cator for investment in the economies of developed capitalist countries 
in the second half of the 70s.'' 5 There was a general growth of transfers 
of financial resources to developing countries, 56 but it was not evidence, 
of course, of any lessening of their exploitation by foreign monopolies. 
The resources involved served to tighten the fetters on them, and to 
form an anti-popular bourgeois elite in some of them that would serve 
the foreign monopolies. 

In addition to the main reason, viz., fear that the USA's position 
could be severely shaken by the pressure of the peoples' liberation 
struggle, one can also distinguish a group of factors entailing intensified 
growth of American direct investments in developing countries. 

(1) The economic crisis of 1974-5. which was combined with exacer- 
bation of the U.S. raw material and energy problems, sharply posed the 
issue of the reliability of sources of primary commodities and fuel in 
developing countries, and the need to consolidate the American position 
in the economies of the main countries of the developing world. 

(2) The effect of several factors associated with the general charac- 
ter of the economic development of the USA herself began to be felt in 
the 70s, including American corporations' drive to transfer individual 
types of energy-intensive or raw material-intensive production (so- 
called dirty industries) to developing countries that had the appropriate 
resources. Closely linked with that is the shifting of several manufactur- 
ing industries (e.g., the assembly of finished articles from imported 
components) to countries with cheap labour. 

(3) The sharpening inter-imperialist rivalry for markets and sources 
of raw materials also redoubled the USA's efforts to extend her economic 
expansion in developing countries; its whole course indicates that 
during the 70s the USA was gradually losing her influence in a number 
■of developing countries because of active infiltration of their economies 
by West European and Japanese capital. Even in Latin America there 
was a decline in the share of U.S. direct investments in the total of 
invested foreign capital between 1971 and 1975 (from 38 to 32 per cent 
in Brazil; from 81 to 69 per cent in Mexico; and from 56 to 48 per 
cent in Colombia). 57 

U.S. direct capital investments in the economies of other countries 
are spread unevenly, as before. Some of the countries that permit U.S. 
private capital's investment are still cautious, putting certain limita- 
tions on it , despite the pressure they are often subjected to by the USA. 
Others, on the contrary, are flinging their doors wide open. 



» Survey of Current Business, 1981, 61, 2: 51. nlAa „ ma 

50 UNGTAD. Financial Resources for Development. r l D/B/C. 3/167, 18 June 

1980 (United Nations, New York, 1980), p 7. 

37 United Nations. Transnational Corporations in World Development: A lie- 

txamination (U.N., New York, 1978), p 253. 
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American statesmen and spokesmen of business, in trying to justify 
the g owth of American investment abroad, stress lb at this growth is 
Mainly due to the influx of labour int. the USA having been steep y 
reduced in the twentieth century by US immigration law,. and also o 
American monopolists' having capital thai cannot find application in 
tie ountrv. The export of capital, they claim, thus only promotes 
emplovment of the cheap labour of Asia, Africa, and Latin America on 
the spot rather than in the United States. 

Such arguments pursue a single aim, of course, namely to hide he 
chief reason why capital is directed abroad. The mam aim is profits 
and p!oms that/are the greater the more intensively American capital 
infiltrates the economies of foreign countries 0 . rmvil|(J 

Many American companies are seriously disturbed by J Rowing 
struggle of the peoples of Asia. Africa, and Latin America One can 
often find admissions in the press that many companies allegedly b#ve 
^ negative * attitude to overseas expansion and that fear keeps them 

aL American monopolies, it goes without saying, would like to reap 
huge profits from foreign investments without risking then capital, 
but \hev meet resistance to their policy from a number of governments 
a we 1 a from the broad public. But military and strategic interest, 
and the drive for profit, are ultimately pushing more and more American 

ompanies to invest abroad and that, moreover, as we ^above-a 
increasing scale. The USA is constantly trying, as well, to picture 
S aslf she were fostering a rise in standards of living in the coun- 

■ ios g w ere U.S. capital operates. The chief aim of such claims is clear 
v i7 c trv and present the activity of American capital in the .no 
favourable light, in spite of the fact that it is largely because ol it that 
S *tK alone could guarantee liberated countries' economic 
indflnenden.ee are not developed in them. 

' SS statistics do uot permit us to make a full comparison by 
veers of a number of facts about U.S. direct investments in individual 
As£n African, and Latin American countries, or about their structure 
That s because many facts are not accessible because of Commercial 
secrecv', and also because much data previously published on direct 
investments was revised in the 70s, since the method of accounting had 
been changed, and not counted anew for separate countries. Neverthe- 
less "the returns of the two censuses of U.S. direct foreign investments 
made in 1966 and 1977, present considerable interest; taken together 
with the data for 1981 published in 1982 they make it possible to 
Tingle ut the main developing countries and territories that are recipi- 
ents of American private capital, and the mam spheres of U.S. com- 
names' investment (see Table 7.24). 

P Ti e "eographical spread of U.S. direct investments ill 24 developing 
coo, es to which from 92 to 87 per cent of all U.S .direct in vestments 
countries went in the years 1977-81, indicates the select,™ 
character of "the distribution of capital in them The monopolies pi- 
cally concentrate investments in countries that have more or less ratable 
political regimes, rich natural resources, a big domestic market, and 
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a developed home industry. We would also add that the geographical 
position of developing countries plays a certain role, viz., there are no 
U.S. direct investments in the least developed countries, and this 
includes those that do not have access to the sea. 

The principal countries for the investment of American capital are 
in the Western hemisphere (Argentina, the Bahamas, Bermuda, Brazil, 
Mexico, Panama. Peru, and Venezuela). Their share of all U.S. direct 
investments in developing countries was 72 per cent in 1931. The 
sectoral 'specialisation' of the capital invested in them comes out clear- 
ly: two-thirds of the U.S. investments in the economies of Argentina, 
Brazil, Mexico, and Venezuela were concentrated in manufacturing, 
while 98 per cent of the investment in Bermuda and the Bahamas, and 
in Panama, was in credit, financial, and insurance institutions. The 
absolute scale of investment in the last three rose steeply from 1955 
(Jl. 3 billion) to reach the gigantic sum of $16.0 billion by the end of 
1981 (nearly one-third of all U.S. direct investments in the developing 
world). This marked flow of U.S. capital, above all to Bermuda, is 
due to the extremely favourable tax regime there, which enables Ameri- 
can corporations to set up a great many holding companies to run 
daughter enterprises and affiliates in all parts of the world. In 1980, 
43 per cent of all U.S. direct foreign investments in credit, financial, and 
insurance institutions was made in these throe countries. 58 

The export of U.S. capital to Latin American countries has led to 
an increase in their dependence on the USA. 

American capital investments in the economies of Latin American 
countries have been made both through enterprises wholly owned by 
American monopolies, and through mixed enterprises. In Mexico, for 
example, 56 per cent of the American affiliates were wholly owned by 
mother (American) companies; the rest were jointly owned, but in only 
15 per cent did American corporations own a minority of the shares. 
The general aim of their operations in both cases is to try and limit 
development of national industries by which Latin American countries 
could build their own balanced, independent economies, and to 
transfer the simplest manufacturing industries to them (which often 
does not suit their national industrialisation plans). 59 

American capital is usually put into industries that are subsidiary 
to American industry and cannot compete with it. By planting enter- 
prises intensively in Latin American countries and taking part in mixed 
firms jointly with certain local business circles, American capital gets 
the chance to promote or prevent the development of individual indus- 
tries, which is facilitated by the U.S. monopolies' drive to subordinate 
these countries' foreign trade to their own selfish interests as well as to 
increase their investments in them. 

The bulk of U.S. direct investments in Brazil's manufacturing is 
placed in chemicals and engineering (56 per cent). The structure of 
U.S. investment in the manufacturing industries of Argentina, Mexico, 



Survey uf Current Business, 1981, 61, 8: 32. 
The News (Mexico City), 1 July 1980. 
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lh %'h™" 1 a 1 grlth of U.S.. direct investments in Asian countries 

• t - \ lit P^riallv in Southeast Asia. But the distribution of private 
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cent of US direct investments in .he developing world m 980 As 
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•fata of Indochina so as to impose on it, by lone ot aims, an uu 
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60 Survey oj Current Business, 1981, 61, 8: 33, 35. 
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Thailand increased from $900 million in 1966 to $4.6 billion in 1977 
and reached $7.2 billion in 1980. As a result their relative weight in 
the total of U.S. direct investments in developing countries rose from 
6 per cent in 1966 to 14 per cent in 1980. 

At the end of the 70s, 361 affiliates of American companies were 
operating in Hong Kong, where they had invested the biggest amounts 
going into all the developing countries of Asia: the assets of these com- 
panies came to around $11 billion. The bulk of the funds was in bank- 
ing (75 per cent). 61 At the same time the main spheres of the invest- 
ment of American private capital in Indonesia. Malaysia, the Philip- 
pines, Singapore, and Thailand are the oil and manufacturing indus- 
tries. In Indonesia 74 per cent of the U.S. direct investments in 1980 
was in oil exploration and production in 'partnership' with local public 
companies. In the same year 38 per cent of the U.S. investment in 
Singapore was in oil refining. In both cases there was a tendency to 
steady growth of investment in the oil sector of their economies. 

U.S. companies' investments in the manufacturing industry of 
Asian countries rose significantly in the 70s. The biggest were made in 
the economy of the Philippines ($531 million in 1980), where U.S. 
capital had a dominant position in oil refining, chemicals, and phar- 
maceutics. In Singapore and Taiwan American companies had put 
$391 million and §333 million respectively in the same year, mainly 
into oil refining, electronic assembly plants, and engineering. There was 
also a growth of such investments in the economics of Indonesia and 
South Korea. 

The data of international economic agencies indicate that there 
has been a certain development, of manufacturing in developing count- 
ries in recent decades; in particular their relative weight in world pro- 
duction and marketing of finished goods has increased. According to 
UNIDO the share of developing countries in the production of finished 
goods cose from 6.9 per cent in 1960 to 9 per cent in 1977, and in trade 
from 4 per cent in 1960 to 8 per cent in 1976.°- This process was most 
intensive in Argentina, Brazil, Colombia, Hong Kong. India, Malay- 
sia, Mexico, Pakistan, Singapore, and South Korea, whose share in the 
second half of the 70s was about 60 per cent of the developing countries' 
manufactured exports. 03 That American private capital operates 
actively in most of these countries merits attention. 

U.S. foreign economic strategy in developing countries is orientat- 
ed more and more on extending relations with the most developed of 
them, and on altering the character of their dependence, assigning them 
the role of an auxiliary, foreign link in the present-day business machine 
of the United States. Whereas in 1966 U.S. direct investment in devel- 
oped countries' manufacturing was 25 per cent of all American compa- 
nies' direct investments in them, in 1977 it was 36 per cent. 64 

61 U.S., Direct Investment Abroad, 1977, pp 7, 32. 

62 United Nations. Industry 2000— New Perspectives (U.N., New York, 1979), p 60. 
68 United Nations. World Industry in 1980 (U.N.. New York, 1981), p 241. 
64 U.S.. Direct Investment Abroad, 1966. Final Data, n 31; U.S., Direct Invest- 
ment Abroad, 1977, p 46. : 
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After World War II, lot us recall, the capitalist oil market was 
grabbed by the international oil cartel, which included giant American 
oil monopolies— the Big Five (Standard Oil of New Jersey, Mobil 
Oil, Texaco, Gulf Oil, and Standard Oil of California), and British 
Petroleum and Royal Dutch-Shell. Although al least 40 U.S. oil 
companies had been operating in the Middle East by the mid-70s, the 
Big Five produced around BO per cent of the oil in the region and re- 
mained the main U.S. expansionist force in oil-producing countries. 

Their activity was a decisive factor determining the place of North 
African and Middle Eastern countries in the system of international 
economic relations as sources and suppliers of cheap energy resources 
for capitalist countries. The book by Anthony Sampson, the well-known 
English publicist, said that the U.S. oil companies mentioned above 
"had built themselves up into some of the biggest corporations in history pri- 
marily through the ownership of concessions, in developing countries, and pre- 
dominantly in the Middle East. 65 

The national liberation struggle in these countries was spearheaded 
on ousting the American monopolies. In the set of measures employed 
against U.S. capital the most important as regards their economic and 
political consequences were revision of the unequal concession agree- 
ments, nationalisation of the property of American oil companies, 
and the raising of oil prices. 

Revision of the unequal concessions was the first step in the Arab 
countries' common struggle for a restructuring of relations with foreign 
oil monopolies. The changes that took place in the Arab East in the 50s 
and 60s in the practice of granting concessions and the terms of the 
operations of the concessionary companies were a compromise and con- 
stituted, as it were, the prehistory of the collapse of the concession 
system inherited from colonialism. In spile of the fact that the Arab 
countries made demands for the gradual return of the concession areas 
to the state, the companies only altered the financial terms of the 
existing agreements and extended their practice of using new types of 
agreement on oil exploration and production, in which the role of the 
national states was increased. The concession system, however, retained 
its basis in the principal oil-producing countries until the early 70s. The 
system, and with it American capital's monopoly in uncontrolled 
access to the resources of the oil-producing countries, could only be 
liquidated through nationalisation of the oil companies' assets. 

The considerable social and political heterogeneity of the oil- 
exporting countries, especially the Arab ones, had a substantial influ- 
ence on both the anti-American direction of their actions and the 
consequences of the measures they took. This effect was seen in the 
variety of forms and methods of nationalisation. But, for all its differ- 
ences, the oil-producers' struggle for economic independence has yielded 
the biggest results precisely through nationalisation. By 1975 their 
national oil companies had owned 62 per cent of the capitalist world's 



115 Anthony Sampson. The Seven Sinters. The Great Oil Companies and the 
World They Made (The Viking Press, New York, 1975), p 185. 
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production of oil (in 1972, 12 per cent), while the share d 
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American oil companies, of gradual transfer of the assets of their 
Middle Eastern affiliates to the Arab states, by which the share of 
public 'participation' was to be 51 per cent in 1982. The development of 
events, however, altered the 'gradualness' on which the U.S. oil compa- 
nies had staked. Iraq and Libya withdrew from the agreement and adopt- 
ed 'unagreed' nationalisation measares. The Persian Gulf countries, 
while not formally disputing the Percy-Yamani Agreement, in fact 
acted more resolutely than had been supposed earlier. 

In practice there was a gradual modification of the understanding 
reached. Kuwait signed an agreement with U.S. companies in 1974 but 
on altered terms: (1) she acquired a 60 per cent share; (2) the scale of 
compensation was reduced; (3) the term of the agreement was shortened. 
After Kuwait the olher parties to the 1972 agreement followed suit. At 
the beginning of 1974 Saudi Arabia and Qatar also began to acquire 
a 60 per cent share. In December 1974 the government of Kuwait and, in 
September 1976, that of Qatar decided to acquire 100 per cent of the 
property of the companies operating on their territory, which includ- 
ed the Kuwait Oil Company and the Qatar Petroleum Co. (Exxon 
and Mobil jointly owned 23.75 per cent of the latter's capital). 

In 1976 there was a new round of negotiations between the sharehold- 
ers of the Arabian-American Oil Co. (Aramco) and the government of 
Saudi Arabia on the acquisition by the latter of the remaining 40 per 
cent holding in the joint company. In September 1977 Saudi Arabia's 
full acquisition of Ararnco was announced. 

The conception of relations between the oil companies and the 
Arab states based on participation' (partnership in the sharing of the 
assets of American corporations' oil-producing affiliates) had been 
worked out as a kind of counterweight to nationalisation of their 
property in the Middle East and counted on long-term consolidation of 
an effective presence of American capital in the oil industry of Arab 
-countries. The monopolies regarded 'participation' as a means of 
preventing full nationalisation since several Arab countries had announced 
that they intended to resort to this measure and strengthened their 
position by practical steps in that direction. That is to say, 'participa- 
tion' had been worked out as a strategy of partial concessions within 
fixed limits, a line that also corresponded to the calculations of the 
-conservative regimes of certain Arab countries, primarily Saudi Arabia, 
to maintain special relations with the United- Slates. 69 

Under the impact of the situation in the Arab world as a whole, 
however, and the success of the anti-monopoly actions of the members 
of the Organisation of Petroleum-Exporting Countries (OPEC), the 
actual course of events in the Arab states of the Persian Gulf dished the 
monopolies' slaking on 'participation' as an alternative to nationali- 
sation. The practice of 'participation' can be regarded as an intermedi- 
ate stage and transition period to nationalisation of the American oil 
•companies' properly. In Saudi Arabia and several other Arab countries 
•■that had orientated themselves on the Agreement on Participation there 

89 See U.S. News <& World Report, 1982, 92, 1: 30-31. 
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w as a development toward nationalisation. The U.S. oil companies 
continued to cling to the formula of -participation thus retarding tins 
trend However, only the means and rates of the nationalisation ot 
foreign property in developing countries' oil industry proved to be 
modified under the system of 'participation'. 

Was this development of events not a natural consequence ot L.b. 
monopolies' economic exploitation of the manpower and natural re- 
sources of oil-producing countries? one may legitimately ask or the pro- 
nacanda campaign that was developed in IheWesl, above a 1 in the LbA 
and which still continues, blames the Arab countries for the energy and 
all other difficulties of the capitalist economy. 

It i« well known that the Arab oil-producing countries took a num- 
ber of steps to defend their economic interests, and to restore their 
rights, violated by imperialist expansion. To claim the opposite .s o 
distort the facts. Is the present position with oil in the West not really 
the result of a certain policy and a consequence of the fact that the oi - 
producing countries' natural wealth has been rapaciously exploited tor 
decades? And. on the other hand, is not the policy ot Israel and her 
annexation of Arab territories and stubborn reluctance to withdraw 
from Arab lands seized by force, also really to blame? The one aspect 
cannot be separated from the other in this intermingling of politics and 

eC °hiThe S '70s, when a lack of fuel and energy materials made itself 
acutely felt in quite a number of capitalist countries, the term oil crisis 
gained currency. But energy shortage does not threaten m | nk «^W 
most experts think so. Science has still not said her last word on l^e mas- 
tering of new sources of energy. The reasons for the crisis are social and 
political rather than natural. The best evidence of that is he fao t t ha 
the socialist world has not been confronted by M ■ 1 to* is why the Ubbit 
ami other fraternal socialist countries are supporting the actions ot 
those countries that see the way out of the crisis in consistent restriction 
of the operations of expatriate oil companies, which bear the mam re- 
sponsibility for its origin. No sane politician can help but recognise 
the legitimacy of actions designed to protect nations sovereignty over 
their natural resources, to force respect for their territorial integrity, 
and to defend their independence. 

The issue of the oil prices was the most acute and complicated one 
in the whole sot of problems associated with exploitation of oUheWM» 
developing countries. The discussion of prices, and even more attempts 
at reform in that sphere, have always been accompanied with a herce 
stru-le between the oil companies and the oil-producing countries, 
which have been striving since the forming of OPEC in 1960 to raise the 
posted price of oil so as to increase their revenues. The rise in oi prices 
became the clearest expression of the crisis of the neocoloniahst cheap 
enei-v policv pursued by the USA and other imperialist countries. 
This*crisis clearly showed the producer countries in a new role in the 

SPh rfundame^tany new situa.ion arose on the world oil market in this 
respect only in the 70s. It took shape under the influence of both gener- 



347 



al political and economic factors. The changes in the balance of power- 
continuing in the world in favour of socialism must also he seen as an 
important precondif ion of the success of the struggle waged by the 
Arab countries and other oil producers. It was this factor that markedly 
limited the possibilities of the imperialist countries' 'counter-game' 
against the Arabs' actions in regard to oil prices. 

The raising of the prices of Arabian oil, the basis for which whs the 
statement issued by the Ministerial Committee of the Persian Gulf oil- 
producing counlries on 16 October 1973 in Kuwait, 70 was linked with the 
acute aggravation of the situation in the Middle East . The communique 
of the Conference of the Oil Ministers of Saudi Arabia, Kuwait, Iraq,. 
Libya, Algeria, Egypt, Syria, Abu Dhabi, Bahrein, and Qatar (17 Octo- 
ber 1973) said that 

the United States has been active in supplying Israel With the means of power 
which have served to exacerbate its arrogance and enable it 1o challenge the 
legitimate rights of others and the unequivocal principles of the public inter- 
national law. 71 

The Arab-Israeli military events in October-November 1973 and the 
anti-Arab policy of the major imperialist powers, headed by the 
United Stales of America, forced the Arab countries to take measures 
lo reduce output of oil and impose a selective embargo on supplies la 
those capitalist counlries thai supported Israel in its war against Egypt 
and Syria. 

The actual situation on the capitalist world oil market also helped 
the Arab countries to succeed. In the 60s a rise in oil prices on OPEC's- 
initiative was improbable. The world market situation for oil then 
favoured the consumers (which was part of the oil monopolies' strate- 
gy), and the supply of oil exceeded demand. In those conditions the oil 
companies of the USA and other Western countries were able to main- 
tain a system of monopoly-low prices for crude oil, which was a main 
element in the machinery for robbing the producer countries and 
making superprofits. 

An abundnnl supply of cheap oil enabled capitalist countries gradu- 
ally to cut back their own production of coal and to orientate themselves 
more and more on the more profitable import of oil. A geographical gap 
thus arose between the places where oil was produced and where it was 
consumed, and a rigid dependence of the developed capitalist countries 
on oil-producing states was established. That dependence was the result 
of imperialist expansion in developing oil-producing counlries, espe- 
cially in the Middle East and North Africa. 

At the end of the 60s the supply of oil ceased to outrun demand, 
and there were changes in the oil market. That development of events 
enabled OPEC countries, especially the Arab ones, to act decisively in 
defence of their national natural resources and to force a radical revision 
of the prices for crude oil. 



70 See A rab Oil <& Gas Directory, 1974 (The Arab Petroleum Research Center, 
Beirut, 1974), p 411. 

71 Ibid., pp 412, 413. 
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The relative stability of oil prices in the bOs was followed by a leap 
iu the 70s. While the price of a tonne of light #W jg 

1965 and *15.91 in January 1971, it rose to $85.50 by 19 74, to >»M» 
| the end of 1977, and was approaching ,2o0 at ^^ rf^^ 
5 [nsum, the international oil corporations monopoly c I puc e fax ing 
especially the American Big Five's, collapsed as a result ot t he o 
mo lucers" unilateral measures; the system of rapacious, monapoly-low 
! L S was liquidated. A powerful blow was struck at the positions o 

Ec^a^of^S nfthe'ov^gn right of oil-producing 
Se velopi'ng countrL to "dispose of their own natural resources was 

h?he^ 

source for financing economic development. Suthce it to say that w lie 
! he incline ; of the Arab oil producers alone has beenjound $7.5 Ml on 
in 1972 it was estimated at »57 billion at the end o E 1975. In 198U e 
Stalof the funds accumulated by the 

OPEC placed more than S200 billion in the economies of Western coun 
trio* nf which more lhan §50 billion went to the U&A. 
tnC AU de tents created^ quite new situation ^SmX 
companies' operations in developing countries, especially m the Middle 
Slnrtcent years the American statistics, as we commented above 

isation by means of certain statistical manipulations (see the note xo 
table 7 29) but so too were the new investments of American private 
^^W-^^^m of the economies of Arab oil-produc ng 

2*^S*SS ^75 and 1979 the ^^g^JSP^ 
from the USA for direct investment in the Middle bast was more iii«u 
S 5.? Mil iom when the reinvestment of profits is taken into account K 

^ifthe'K. American companies' machinery for extraction of 
profi? torn operations in Middle Eastern M-WtfRS 
AanM The Arab countries substantially raised the rates ot 
tZo S royalties then: income tax on the profits « Amermaii and 
nthpr foreign companies was raised from 50 to So per cent in ivikj 
Tim p ess sussed that the profits of the American oil corporations 
operaUng S that area were much reduced by these measures (see 
Table 7.25). 



72 Euromoneu (London), 1980, 9: 108. 

w Survey of Current Business for the years concerned. 
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Table 7.25 



American Companies' Profit-Making from Middle East Oil Operations 

($ per barrel) 



Year 


Operational 
expenditure 


Govern- 
ment 
profit 


Compa- 
nies' 
profit 


Year 


Operational 
expenditure 


Govern- 
ment 
profit 


Compa- 
nies' 
profit 


1951 


0.20 


0.75 


0.80 


1973* 


0.15 


1.80 


0.35 


1960 


0.20 


0.80 


0.80 


1974 


0.15 


10.10 


0.20 


1970 


0.10 


0.95 


0.35 


1975 


0.25 


11.00 


0.25 



* Till October 197.1. 

Source: Exxon. Middle East Oil (Exxon Background Series), 1976, p 15. 

It is seen from the Table that American companies' profits averaged 
25 cents a barrel in the mid-70s on oil lifted in the Middle East, which 
was considerably less than in the preceding decade. But on the whole 
the significance of the oil-producing countries' measures to stiffen the 
financial conditions of American oil companies' operation, and of na- 
tionalisation, was much broader. The American companies found them- 
selves in a situation when the volume of their profits came to be deter- 
mined by the oil producers; the U.S. private capital's economic position 
was seriously damaged after the young states brought under their 
control the most of the oil industry in the region. 

The first hall of the 70s is rightly regarded as the turning point when, 
on the one hand, the growth of U.S. direct investments in the Middle 
East reached their peak (around $3 billion in 1974) 74 and, on the other 
hand, there began a marked reduction of the capital invested by the 
U.S. companies, as a consequence of nationalisation of the property of 
foreign oil companies. The biggest U.S. corporations lost their main 
positions in the oil industries of Iraq, Kuwait, Saudi Arabia, Qatar* 
and Bahrein; that is an important result of the 70s. The acquisition of 
the property of the main American companies by the state has been, or 
is being, completed in those countries. American oil assets in Libya and 
the United Arab Emirates have also been largely nationalised. 

Although the property of American oil companies was nationalised 
by compulsory purchase in several countries, this was a generous com- 
pensation for the owners, the scale of which was determined by mutual 
agreement. It is reported, for instance, that Saudi Arabia paid the 
American companies that were shareholders in Aramco compensation 
of $2.7 billion for acquiring a 60 per cent share. The compensation paid 
exceeded the book value of the nationalised property, so that the U.S. 
oil corporations suffered no direct financial loss in consequence. Fur- 
thermore, they reckoned on being able to continue their operations in the 
oil-producing countries in the future as well. 

The diminution of the role of U.S. companies as direct investors in 
oil production was thus not accompanied with an equivalent lessening 
of their presence in the region or reduction of the scope of their opera- 

74 See Survey of Current Business, 1976, 56, 8. 
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tions in its oil industry, although nationalisation had decided the im- 
portant issue of principle of the ownership of the oil produced. Hu ther- 
L>re, the USA activated her operations in the Middle East in the sec- 
ond half of the 70s, using in her own interests the region s countries re- 
maining dependence on foreign oil corporations for the transportation and 
marketing of oil, and their acute lack of trained engineers and manage- 
ment personnel. The American companies, often operating on a sharing 
basis with either the state or private national capital, further extended 
their entrepreneurial activity in the oil industries. 

Infiltration of the manufacturing and chemical industries associated 
with oil is characteristic of the expansion of American imperialism 
in the economies of oil-producing countries. There was wide publicity, 
for example, for the scale of the operations of American companies in 
Saudi Arabia, where, in the mid-70s, the Fluor Company began work on 
a gas-collection network valued at $5 billion. At the same time a con- 
tract was signed for the building of seven plants to produce ethylene. 
Dow Chemical began to build a big plant to produce ethylene glycol, 
and such major corporations as Mobil Oil and Gulf Oil, and certain 
others received contracts to extend existing capacities and facilities of 
the petrochemical industry infrastructure and build new ones; in 
particular Mobil took on the building of the Abqaiq Yanbu oil pipelme- 
(1,270 km) and a liquified gas plant in Abqaiq, and Exxon is building 
an oil -refinery complex in I he Eastern province. The American writer 
Nakhleh defined the aims of U.S. foreign policy in relation to Saudi 

Arabia as follows: 

1. An uninterrupted flow of Saudi oil to the United States. v 

2 Return of a significant portion oi Saudi petrodollars to the United Mates 

in the form of pay for services rendered, arms, general trade, investment in- 

U.S. Treasurv bonds, and other forms of investment. 

3. Continued Saudi support of the United Stales role in the search lor a peace- 
ful resolution of the Palestine conflict. 

4. Continuation of the Saudi 'moderating' influence among the states oi the 
Gulf region. . . , ' ,_ . ., 

5. Continued Saudi support of the United States position that the Gull should 
remain free from Soviet, Chinese, or other Communist influence.' 5 

This foreign policy line has been thoroughly followed by the United 
States, which proclaimed the region a sphere of its 'vital interests'. 
It is not surprising that Washington has concentrated its most intensive- 
diplomatic and military intrigues there, endeavouring to use every 
means available, above all Israeli expansionism and the criminal anti- 
Arab Camp David deal, in order to achieve its own expansionist aims. 

3.4. The increase in American capital's exploitation 
of developing countries 

American corporations operating in developing countries are making 
enormous profits, as before, while the developing countries are bearing 
losses as a result of their unequal relations with developed capitalist 

75 Emile A. Nakhleh. The United States and Saudi Arabia. A' Policy Analysis- 
(American Enterprise Institute for Public Policy Research, Washington, D.C.„ 

40755 n fiK. 
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•countries. Losses through the transfer of foreign monopolies' profits, 
manipulations with purchasing prices and sales in the Western monop- 
olies' intra-luni trade, the price scissors, disproportionate licence 
payments and freight charges, the 'brain drain', the depreciation of 
foreign currency proceeds as a result of galloping inflation in the West, 
etc., etc., are variously estimated at more than $100 billion a year. 

In spite of the certain changes in the conditions of the foreign 
capital's functioning, noted ahove, and intensification of the struggle 
to establish a new international economic order (see § 3.5 of this chapter), 
the monetary and financial position of the developing countries is 
deteriorating. Their foreign indebtedness, and the payments connected 
■with it, are rising (see Table 7.20). 

Table 7.26 



The Scale and Structure of Developing Countries' 
Foreign Indebtedness,* 1979-1982 
($ billion) 





1979 


1980 


19S1 


1982 


Total indebtedness* 


280.0 


326.6 


388.9 


419.1** 


faying off of loan in- 




67.1 




98.9 


debtedness 


52.5 


84.4 


Medium- and loug-lerm 








94.4 


loans 


50.5 


65.1 


81.4 


Interest on short-term 








4.5 


and IMF loans 


2.0 


2.0 


3.0 


Transferred profits 


6,5 


7.5 


8.0 


8.5 


faying off of debts and 








107.4 


transfer of profits 


59.0 


74.6 


92.4 


Ratio 










of medium- and long- 










term loans to exports 










(%) 


113.2 


107.1 


118.9 


119.0 


of interest on same to 










exports (%) 


7.1 


8.6 


10.9 


10.6 


of the repayment of 










debts and transfer of 










profits to exports (%) 


23.9 


24.5 


28.3 


28.5 



* Excluding the main oil exporters. 
** According to other estimates, this total already exceeds 
ST.00 billion. 

Source: Irude and Development Report, 1981. TD/B/8G3/Rev. 
I (UNCTAD, New York, 1981), p 33. 



There has thus been an intensification of the exploitation of develop- 
ing countries by foreign capital in which American monopolies have 
played an important role, and are striving to strengthen their leading 
position, especially as regards the most profitable, direct investments. 
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The export of U.S. capital in the form of direct investments in 
developing" countries has substantial importance for the American 
t • we of payments, since the profits of American incorporated o^o^- 
brenteiV^^ transferred to the USA, are greater thantheann^ 
export" of capital for direct investment abroad. Between 960 and 1980 
more than $12 billion were received by developing countrie from the 
HS \ toi Placing as direct investments. 76 At the same time the prohts 
SnsfeUd To Z USA by American companies' affiliates in them exceed- 
ed S65 billion (as the figures in Table (2t indicate). 

Table 7.27 

**» «* °— ^vl^i^m^ Tran5,erred 

(S million) 







i A T n 




r 

1974 


p 

1975 


1980 


1966- 

1980 


I. 


All areas « 


,467 I 


,992 


3,983 


11,379 


8,547 


19,844 


139,024 




petroleum 1 


,339 1 


,881 


2,457 


o,244 




o ,io<> 


55 576 




manufacturing 


950 


1,605 


1,696 


2,748 


2,547 


4,899 


38,978 




others ^ 


,177 


1 ,507 


1,830 


3,387 


3,262 


6,476 


44,469 


11. 


Developing countries 1 


,946 


2,340 


2,712 


6, n86 


3,599 


7,325 


65,371 




petroleum 


,229 


1,496 


1 ,895 


4,230 


1,829 


3,457 


38,640 




manufacturing 


132 


248 


258 


421 


453 


832 


6,416 




others 


584 


596 


559 


1,436 


1,317 


3,036 


20,313 




(a) Latin America 


1,017 


967 


1,061 


2,036 


1,580 


3,503 


27,208 




petroleum 


437 


316 


422 


667 


254 


675 


6,705 




manufacturing 


108 


205 


208 


343 


359 


652 


5,155 




others 


472 


447 




1,026 


967 


2,176 


15,352 




(b) Asia & Africa 


929 


1,372 


1,631 


4,050 


2,020 


3.822 


38,163 




petroleum 


793 


1,180 


1,473 


3,563 


1 ,575 


2,782 


31,938 




manufacturing 


24 


43 


50 


77 


95 


181 


1,264 




others 


113 


149 


128 


41C 


350 


859 


4,962 




. Developing countries as 














9 47.0 


Ill 


a percentage of I 


55.2 


46. 


} 45. 


} 53. 


5 42.1 


36. 





Source Survey of Current BuHness, 1980, 60. 8 : 25; Idem, 1981. 61. 8 : 36, 38. 



USA in the various JgggtittESi 
cei.t of the total reinvestment in the non-sociahst world. U.S. direct 



« See Survey of Current Business, 1980, 60, 8: 24; Idem, 1981, 61, 8: 34. 
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investments in developing countries were thus 31 per cent in 1966 and 
25 per cent in 1981 of the total of U.S. direct foreign investments and 
yielded American corporations around half of their repatriated profits. 
What a special interest the USA has in securing her 'vital interests' 
in developing countries is clear from this example showing the role of 
American imperialism as their chief exploiter. 

It is clear from the statistics that the share of developing countries 
and territories in the total profits of American overseas affiliates, 
transferred to the USA in the 70s, especially in the late 70s. declined a 
little, but the scale of the profits extracted rose steeply. Between 1973 
and 1981 more than $60 billion were transferred to the USA, or more 
than 60 per cent of the profits repatriated by American companies in 
1966-81. 

The geographical distribution of these profits indicates that $27.2 
billion were sucked out of Latin America in 1966-80 (42 per cent of the 
profits in developing countries), and $38. 2 billion from Asian and 
African countries (58 per cent). The bulk of the profits from Latin 
America (56 per cent) came from operations in banking, insurance, 
commerce, and sectors classed as 'others' in the statistics, while the 
share of the profits of U.S. oil companies' affiliates was 25 per cent of the 
profits repatriated to the USA, and that of manufacturing enterprises 
19 per cent. In Asian and African countries 84 per cent of the profits 
from direct investments repatriated to the USA came from U.S. com- 
panies' oil-producing and oil-refining affiliates, which reflects the scope 
of exploitation of the oil-producing developing countries, whose natural 
resources were at the service of U.S. oil monopolies' interests. That 
also explains why investments in the oil industry in developing coun- 
tries brought American companies their greatest revenue (59 per cent 
of the profits of affiliates in developing countries repatriated to the- 
USA in 1966-80). 

Data on the return on U.S. direct investments in selected developing 
countries are given in Tablo 7.28. 

The large profits of U.S. investments are due to a whole number of 
causes, including the high level of exploitation in American companies v 
overseas plants and the employment of cheap labour in developing 
countries. The Aramco consortium, for instance, filled more than 80 per 
cent of all its jobs with Arab personnel. In 1969 their monthly pay was 
some 43 per cent of the average in the U.S. oil industry, and nearly 
48 per cent in 1971." 

The movement of the rate of profit on U.S. private direct invest- 
ments in developing countries over the period from 1966 to 1980 is shown 
in Table 7. 29. 78 The tendency to grow over the whole period deserves 



77 See Aramco. Facts and Figures, 1973, p 41; Annual Statistical Review. 
Petroleum Industry Statistics, 1965-1974 (American Petroleum Institute, Washing- 
ton, D.C., 1975), p 50. 

78 The rate of profit is calculated as the ratio of the gross profits for the year 
(total of reinvestments, dividends transferred to the USA, interest on loans, and 
profits of non-incorporated afGliates) lo the annua] total of direct investments 
(book value). 
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Table 7.28 



Profits from U.S. Direct Investments 
Developing Countries and Territories, 1977-1981 
F ($ million) 



Country 


1 077 


1978 


1 

1979 

1 


980 


1981 



Indonesia 


596 


698 1 


, 1 iv) c* 


nitfl c . 


,157 


Mexico 


243 


601 




, ID i 


,302 


Bermuda 


704 


977 1 


COT i 

,t>27 1 




1,198 


Bahamas 


692 


771 i 


£9^ 1 


,003 


1,030 




384 




oou 


564 


618 


Hong Kong 
Panama 


435 


254 




488 


577 




589 


yzi 


£•±1 


499 


519 


Brazil 


97 




9V7 


332 


472 


Singapore 


34 


147 


OOo 


' " ' 


404 

9 SO 


Peru 

Venezuela 


329 


285 


142 


108 




Malaysia 


45 


... 


265 


314 


265 
213 




206 


82 


227 


199 


209 


Nigeria 

Trinidad & lobago 


109 




123 


250 


191 


Philippines 


91 


107 


135 


168 


113 


Argentina 


257 


155 


520 


695 




Middle Eastern oil-produc- 








-213 


1,230 




1,995 


1,805 


2,358 






ing countries 
Total as a percentage of 












the total of profits from 








T/ft>nj 


t| 87.8 


developing countries 


88.6 


75.9 


82-3 

„ n . 11. 


1981. 61, 



BO 8: 34; Idem, 1981, 61, 
Source Survey Ou^ent^ney W%™> Direct Inv e, tm eni Abroad, 

1971, \ 81. 



attention. From 17 per cent in l^i^^S 
cent in 1080: in separate years t as as th / rise of world 

steep fluctuations were g^I«£JtS produced in developing 
Lees for the primary «*«**X£2m? <& same time in the rate 
countries, but there was a certain mere ase a ^ ^ 

„f profit in *VfZ^£&$yfi* corporations the BUM 
American capital. Ine on lnau&uj y th : , investment m it. 

rate of profit ^t^m^^^*^- h 
C^SSS^^^SW^ oil companies, steeply mcreas- 

ing the profits they made. produced from American 

The fall in the return per banc I of, 01 P the hardening 

companies' operations as a above, was com- 

of the financial terms o [ agreement^ etc ment ^ com p au i es 

pensated with interest by the rise «gy£J^ ret ained control 
while losing their P^J^I cW and increased their profits 
bSSSS^ ^ ^d transportation operations. 
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One of the most predatory American monopoly groups, brutally 
exploiting the countries where its operations are developed on a broad 
scale, is the Rockefeller group, operating mainly through Exxon. If on e 
listens, however, to the advocates of the U.S. expansionist course i n 
capital investment, one might imagine that there was no greater bene- 
factor of the developing countries than this monopoly. The 'salutary 
mission' of monopolistic companies like Exxon is praised by the eulo- 
gists of the expansionist course in capital exports, in particular, by refer- 
ences to the taxes paid in the countries to which American capital is 
exported. One constantly encounters such claims. The Magazine of 
Wall Street, for example, was already pointing out, at the end of the 
50s, that Standard Oil of New Jersey (the old name of Exxon), which 
had many affiliates abroad producing oil, had paid a total of $2.2 bil- 
lion in taxes in 1955, of which $1.6 billion 'were disbursed to foreign 
governments'. 79 In 1966-72 its payments to the government of Saudi 
Arabia alone were more than $3.5 billion. 80 At the same time the apol- 
ogists for the oil business heavily underline the oil companies' positive 
contribution to the economies of the oil-producing developing countries, 
and the role of the revenues received from them as the financial foun- 
dation for development. 

Table 7.29 

Rata ol" Pro lit on U.S. Direct Investments 
in Developing Countries, 1906-1980 

(per cent) 



Year 


All indus- 
tries 


Oil industry 


Manufac- 
turing 


Others 


1966 


17.1 


25.7 


9.4 


14.1 


1970 


15.3 


23.6 


10.4 


11.4 


1975 


25.4 


121.9 


13.0 


16.9 


1970 


24.0 


110.4 


11 .0 


18.5 


1977 


23.0 


99.3 


11.1 


16.5 


1978 


22.2 


73.8 


14.2 


17.1 


1979 


29.5 


103.9 


13.5 


20.4 


1980 


22.2 




15.3 





Source: calculated from Survey of Current Business, 1980, 
150, 8: 24-25; Idem, 1981, 61 , 8: 31, 32, 37, 38. 



The data cited above on the ratio of American investments and 
profits on them in developing countries, however, completely refute 
the inventions of American propaganda. 



79 The Magazine of Wall Street, 1958, 101, 8: 445. 

80 IMF. The Economy and Finance of Saudi Arabia. IMF Staff Papers, 
H974, 21, 2: 262-263. 



356 



3.5. U.S. monopolies and the new international 
economic order 

Th e turn to an improvement ^^^^^^A 
created a favourable environment for noimaiisi °* u , , fit . 0 n the 
economic relations on a basis of m** ™££ ^ ioI , of the 
Initiative of developing countries the Sixth ^ Adopted a Decla- 
0.N. General Assembly was "^."Jf'^KfflA Order and 

ration onth g E.t.bH^trf^I^^ 1 d SSie basis and 
an Action Programme. This rest ^"j"""* ^ necessary contin- 

feirtf ttTotS T^^^L 26th Congress of the 
tfttS in tti&SfSS* could not be avoided 

SS ,he object of ^^SSJrflsWSWWt 
(Wing to the international d. viwo no 1 bom sac e of 
tally backward countries -the former colon ns arc s ' ' fl) , ain 

an economic periphery; foreign, economies, 
fe^tsof &SKSS£S££Z developing countries' 

hnt^Sioa o, principles ^-^»^of = 

nation on that basis; A**td*t>ttnr countries in the Hater- 

(2) the securing of a fair ok tfdgp« ^n ^ ^ 

national decision-making "f^'^^BRl) e c. bv wiping out the 
role in organisations like the Htt, the toestabll& several 

rigid link between their quotas '» »*^*|^: tie ' role 
new organisations on such .W^^ 4 ^f?W K.ve political 
in United Nations agencies, in which tney 

r^B** in specific spheres of economic 

cap talist market, including t^ft^SK » *« * 
countries' revenues from the export of pr.maiy of trade 

« new sphere ji, 
of international economic relations, ha & de\eiopo 

gramme of the new international economic orctei 



* speech by A. A. Gromyko. U.N. General Assembly, Sixth Special Session. 
teficUaX^nm Plenary Meeting, M April 1974, 9 J. 
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cealed irritation. Threats began to be made in connection with the 
developing countries 1 'ill-considered' and 'aggressive' demands, which 
it was proposed to ignore as 'illusory' and 'Utopian'. The delegations 
of the USA and certain other imperialist countries even opposed mention 
of I lie new internat ional economic order, let alone t he possibility of 
a positive appreciation of it. The law on trade enacted by the USA 
in 1974 evoked a storm of protest in various developing countries, 
because it deprived some of them of privileges and concessions, namely 
those that had put separate provisions of the new international economic 
order into practice, especially the most radical ones (expropriation of 
foreign monopolies' properly; the establishing of organisations oppos- 
ing the imperialist diktat on markets). The political and economic sense 
of this position was obvious. 

Opponents of substantial changes in the world economy, of con- 
cessions to the developing countries, and in general of negotiating to 
that end, have an important place among imperialist strategists. Tt is 
not surprising that, journalists sometimes call them 'absolutists' (one 
who defends the unshakable positions of capital is Daniel Moynihau). 
The •absolutists' call the Western countries 'hostages' of developing 
countries rich in resources, which are alleged to threaten the future 
of Western civilisation. The logic of the argument is extremely simple: 
the developing countries are responsible for their own underdevelop- 
ment, and for export of their problems to developed countries. The 
world would be better off, l.hey claim, if the industrial nations could 
somehow hold themselves aloof from these problems. 

Various ideas of political blackmail, military intervention, and 
securing of imperialist monopolies' 'vital interests' are being built up 
from such views. 

At the same time some business and political circles in the USA 
are beginning to be better aware of the whole seriousness of the develop 
ing countries' demands, and of the fact that these countries rely on 
real political and economic strength when putting forward these de- 
mands. As a result an instinct of self-preservation has come into play, 
and speeches in favour of a commercial and political dialogue with 
developing countries have acquired a certain authority. Correspondingly 
a slogan of more open diplomacy has arisen, and a call to see the great 
opportunities that could be offered to the bourgeoisie by the new inter- 
national economic order under the appropriate conditions through 
negotiations. 

The advocates of such an orientation, the so-called pragmatists, are 
sometimes called 'accommodationists' in both developed capitalist and 
developing countries. Their official aim and credo is to 'accommodate' 
the changes taking place in the system of international relations to 
each other through negotiations. 

Even the most rabid apologists of the 'pragmatic' course, inciden- 
tally, have to admit the artificial, illusory character of this accommoda- 
tion, in which the West would simply make a verbal gesture so as to 
keep up the dialogue, while interdependence is pictured as valuable only 
for politics and manipulation, but without any real basis in theory and 
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developed and developing countries is a myth and 1 a he West , s n > 
at all interested, from the economic standpoint, tn making majoi 
fices and big concessions in favour of developing countries 
f For some time theories have spread and developed in the^ USA ft* 
are based in one way or another on a conception ^Wl^ 
£rt cA IHiirt world order'. To the developing countries demands tor 
economic order a slogan of an 

SSCTo mankind's ptogroL There are 4^*ffi**%£* 
StetiSm in tbe arscool of America,, theorists who justify the expan 

Si °teadit uf ' circles do not hide that while defending U.S. monopoly 
ca,)Hal « interests American foreign policy is primarily a imed ^ at the 

open the doors wide -lo American r .^^nvSm^t "as become not a 
magazine Fortune wrote. U.S. pri\ at e mve in u« 

A&SS^SSlgt — JS maP the state- 
^IrfW President Ronald Reagan on ^ Problems of 

of private American investment for overcoming the econonuc back- 
and often prefers not * "«;f ( f^ 

2U more ^^ff^Z^Zt^ll XX 



82 Fortune, 1958, 57, 1: 197. 
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persistent calls are heard from Washington for developing countries to 
open their doors wider to American capital. Their main concern is to 
secure U.S. economic and political interests in those countries. Ameri- 
cans insist, in particular, on creating conditions in the recipient coun- 
tries that would encourage a maximum flow of private investment to 
them from the USA. These conditions include, in particular, political 
stabilisation, rejection of nationalisation of foreign property, an under- 
taking to orientate the national economy on the 'free market' and to 
establish a favourable tax regime for foreign capital, etc. American 
diplomacy operates with demands of that kind in the United Nations, 
as well, insisting on more and more concessions by developing coun- 
tries. 

It is thus obvious that this U.S. foreign economic policy is not only 
aimed at creating a more favourable investment climate for American 
transnal ionals, but also at pursuing the far-reaching goal of implanting 
or strengthening capitalist orders in developing countries favourable for 
Washington. 83 Economic levers are also actively employed to win 
support for the anti-Soviet foreign policy being implemented by the 

The line, adopted by Washington in the 80s, for reducing the amount 
of economic 'aid' granted to developing countries through two-way 
channels and the number of recipients of this 'aid' to those only that 
present significant political or military-strategic interest to the USA 
leaves it open how far that reduction can be compensated by private 
American investments. The point is particularly urgent for the least 
advanced of the developing countries, 84 the ones that have the most 
acute need to attract resources from outside, on the one hand, and 
which are regarded by American T:\Xs as unpromising spheres of in- 
vestment, on the other. 

An insignificant amount of direct American foreign investment 
(less than 1 per cent) goes to the poorest, countries, 8: ' and this amount 
was steadily declining in the past decade and is expected to decline still 
further in the future. The main reason for that is the American TNCs' 
diminished interest in investment in most of the least developed coun- 
tries. This is due to the absence in them of the necessary skilled labour, 
of an adequate infrastructure, and of reserves of energy and minerals, 
which affects the rate and mass of profit. American TNCs are 
much more attracted, in that sense, by the more economically advanced 
developing countries. 

Economic estimates prove the insubstantiality of the Reagan 
Administration's claims that American private investments promote 
an inflow of resources to developing countries from the United States. 
In fact, the opposite is taking place, an outflow of resources from devel- 
oping countries to the USA. Between 1976 and 1980, for instance, the 



83 Werner J. Feld. Multinational Corporations and U.N. Politics. The Quest 
for Codes of Conduct (Pergamon Press, New York, 1980), pp 2-6. 

84 According to the classification adopted by the U.N., the 'poorest' include 
31 countries with a per capita income under $100 a year. 

86 Calculated from Survey of Current Business, 1981, 61, 8. 
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.'.,1 v ^ dirprt Drivate investments in Asia, Africa, and 
America ^tfKllBZ Wne-n one deducts from that the 
^I^^l^l^ biHion) ; the total of the private , cap, a! 

U ntrM^ 

T Z TNCb tranter er?31 8 billion from developing countries to 
r^iir^^^ated profit^ ^ 

are an important item on the income side ol the U.S. balance p J 
""'The stress put in the American ^^P^^^^ 

The facts adduced above on the export of American capita o 
devIlopin« countries and its consequences for their * 
conf,™ our conclusion that this 

consequences for nations and their independent development IBM? 

Ste Th'e"aofs 0 a'nd t nsure S on the export of American capital to developing 
«hole falsity of the daims o o ia and 

n\S in the'past (the existence of whic h t hoy are ^prep ar d U> adnu 

ba^tm^ 
tries experience from it ever heavier. 



§4. The promotion of capital I expansion by means 
of international monetary and financial institutions 

In the preceding chapters we have spoken 

International Monetary Fund and the Internationa Bank for Recon- 
struction and Development, founded on the U S. in gg^WJ^J 
employed from the outset as an instrument of political and economic 



IT^lated from Survey of Current Business, 1980, 60, 8; Idem, 1981, 61, 8. 
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pressure on less developed countries. These bodies have become, to a 
considerable extent, the political foundation of imperialism's present 
monetary and financial system controlled by the USA. 

Today the IMF extends credits, usually for three to five years, 
mainly to industrially developed capitalist countries to cover deficits 
in their balance of payments (their terms can only exceptionally be 
prolonged). The rate of interest on credits varies between 4.4 and 
6.9 per cent, depending on the terms (including a commission of 0.5 per 
cent). The rate of interest on IBRD loans is fixed at the market rate 
(8 to 10 per cent, or higher). The IBRD, to which only members of the 
IMF can belong, mainly grants loans to developing countries with a 
per capit a national income less than $1,000. The industrially developed 
countries are rarely granted loans and only in limited amounts. Borrow- 
ing ability and voting rights are determined by the quotas subscribed 
by a country to the Fund and Bank. This principle ensures their domi- 
nation by the biggest Western powers, as we have pointed out above. 

It is typical that, since the USA's voting strength has declined from 
20.75 per cent to 19.96 per cent when the capital of the IMF was in- 
creased, and the quotas altered, she insisted on an amendment to the 
Fund's Articles of Agreement (April 1978) that decisions must be taken 
by a qualified majority of 85 per cent (and not 80 per cent as before), 
so as to secure her the right to veto under the present conditions. 

We would also recall that under the IMF's Articles its headquarters 
must be located in the country with the biggest quota, viz., the USA. 

Since 1947, when the Fund began operations, through June 1981, 
it distributed to its members credits totalling 57.7 billion by means of 
Special Drawing Rights (around $70 billion), of which developed capi- 
talist countries (which constitute less than a third of all the members) 
got 29.3 billion in SDRs, or just, over 50 per cent. 87 The biggest sums 
were received by Great Britain ($12.5 billion), the USA (£5.8 billion), 
Italy ($3.1 billion), and France ($2.5 billion). The borrowings obtained 
by them came to more than 40 per cent of the Fund's total advances. 

In 1980 the Fund's credit rights were expanded to 200 per cent of 
members' quotas, which increased countries' borrowing abilities. The 
same end was also promoted by thecreation of several IMF supplementa- 
ry financial funds, like the deficit, financing funds, which make advances 
to countries on more favourable terms to an amount between 50 and 
140 per cent of their quota. But these advantages have only a temporary 
•character (in the first stages of a country's membership of the IMF), since 
the Fund's credit policy is stiffened, reinforced by conditions of an 
economic and political character, as the amount of loans rises above the 
established concessionary norm. 

In recent years the Western powers, especially the USA, have 
been endeavouring to give the IMF broad controlling functions over 
members' economic and monetary and financial policy. The demands 

87 Special Drawing Rights (SDR) are an artificially created international 
means of pavment without a value of their own, operating as a unit of account 
in the transactions of the IMF and IBRD. In December 19S1 the rate was ISDR 
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it makes when extending credits ^^^*™t^ 
and multipurpose, affecting countries budget c W»"STJJ ^ 
monetary, foreign trade, and general economic po J^T™* 
usually include a restricting of domesli c - cr edits " 11 ^ p wMch 
freezing of wages, and devaluation "^""JJ™ ™ ™ g prices, 
leads to a lowering of the economy s grov v h i a ^ rke £ slan dard 
an increase in unemployment, and a lovfenng ot tne wow* 

a year through open pressure by the ^R^^SKSS^ a consoli- 
developing countries since 1957 . ^ present noxc f ^ ^ 

^io^f^Thfe,^ (S4.3 MlU. n ,, 

M SifiS in their "d^JZigSg^Sg. 

button of quotas Wong members ha e ^ not led U ^> 0 , lhPir 

*UM in the balance &?£3£^^*SK of the majority 
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Table 7.30 



Loans Extended by the World Bank at 30 June 3982 
(5 million) 



Country 


Total 


Country 


Total 


Country 


Total 


Algeria 


777.5 


Greece 


371.0 


Pakistan 


501.9 


Argentina 


1,455.2 


Guatemala 


217.3 


Panama 


325.6 


Australia 


82.8 


Guinea 


67.1 


Papua -New 




Austria 


4.7 


Guyana 


70.4 


Guinea 


41.6 


Bahamas 


20.4 


Honduras 


389.8 


Paraguay 


349.8 


Bahamas, Gre- 




Iceland 


32.7 


Peru 


998.1 


nada, etc.* 


40.1 


India 


2,845.0 


Philippines 


2,990.1 


Bangladesh 


54.5 


Indonesia 


4,347.0 


Portugal 


688.8 


Barbados 


35.1 


Iran 


499.2 


Romania 


1,948.1 


Bolivia 


248.9 


Iraq 


76.2 


Senegal 


141 .4 


Botswana 


123.1 


Ireland 


99.5 


Sierra Leone 


12.4 


Brazil 


5,651.7 


Israel 


98.7 


Singapore 


108.3 


Cameroon 


454.2 


Ivory Coast 


931.8 


Spain 


202.2 


Chile 


285.6 


Jamaica 


401.9 


Sri Lanka 


72. J 


China, People's 

KepUDllC Or 


1 1 ii i j i 


Japan 


202.1 


Sudan 


58.0 


Jordan 


177.5 


Swaziland 


49.8 


Colombia 




Kenya 


851.1 


Syria 


430.8 


CongOj People's 

R<*mi nl \c. nf 

Costa Rica 

C.\' 1 , r - 

Dptutim pit 
public 


38.6 
306.2 
123 2 
2 4 

254.5 


Kenya, Tanza- 
nia, Uganda 
Korea, South 
Lebanon 
Liberia 
Madagascar 


157.3 
3,300.1 

75.8 
133.0 

31.1 


Tanzania 
Thailand 
Togo 

Trinidad & 

Tobago 
Tunisia 


294.8 
2,488.9 
2.8 

71.1 
916.9 


Ecuador 


540.2 


Malawi 


70.9 


Turkey 


3,260.8 


Egypt 


1,442.7 


Malaysia 


1,220.1 


Uganda 


1.6 


El Salvador 


154.2 


Mauritania 


58.7 


United King- 




Ethiopia 


62.6 


Mauritius 


99.7 


dom 


5.6 


Fiji 

Finland 


76.0 
23.3 


Mexico 


4,703.9 


Uruguay 


264.4 


Morocco 


1,629.4 


Venezuela 


114.5 


Gabon 


17.8 


New Zealand 


10.7 


Yugoslavia 


2,586.5 


Ghana 


142.6 


Nicaragua 


170.3 


Zaire 


72.8 


Ghana, Ivory 


Nigeria 


1,758.3 


Zambia 


429.7 


Coast, and 




Norway 


20.4 


Zimbabwe 


88.1 


Togo 


36.5 


Oman 


53.2 














Total 


60,104.0 



* Loans granted to the Caribbean Development Bank for several of its members: Baha- 
mas, Barbados, Grenada, Jamaica, Guyana, and Trinidad & Tobago. 

source: International Hank lor Reconstruction and Development. Annual Report* 
1982 (World Bank, Washington, D.C., 1982), pp 150-151. 
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oped capitalist, countries; from their results ^f^^J^ 
the official opening of the session that it would again become the arena 
of a c nfrontation between the industrially developed capi ahsl co m- 
trieV above all the United States, and .he developing countries on the 
main' issues of financial and economic relations. 

Tho «Ps«ion discussed the annual reports of the lMr and mnu, 
mhil J^^^m Picture of the state of the capitalist world 

aggregate deficit of the industrially ^^f^f^ggg 
balances of payments on current account was $44.1 billion m 1W 

^KJffi, ad-med that the 
UDbwvals in the economies of the capitalist world had had amarked 
advene influence on the economies of developing countries. The m- 
favou able world economic situation was a reason 01 -the h. h < rfrte 

telSfi favourable balance of 

of <100 billion.) The average f<»^JP^^f^^mS^ 
countries in 1980 was lower than in the period 1974-.), and W 
4 fi nei reel it The World Bank's report also noted that around /o0 mil- 
UoVnersons in he world were living in conditions of absolute poverty 
' Tim developing countries raised a number of specific demands at he 
session on the IMF and IBRD which were vigorously opposed by the 
Western countries, especially the USA. j.mniwtrstwl the 

?hl nnblic sector, on which the Bank's granting of loans depended. 
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Regan, contained recommendations, in particular, to use U.S. political 
and financial influence to establish firmer control over development 
hanks, calls for a sleep cuts in the programme of granting favourable 
long-term loans to the poorest countries, and an end to the financing of 
countries with an average per capita income through international 
organisations. Although most of this report's conclusions were not 
officially submitted to the session, there was evidence of a certain 
stiffening of the USA's attitude to the West's main financial organi- 
sations in the fact that she announced a cut in her contribution to the 
International Development Association, an affiliate of the IBRD. 

The President of the IBRD, when summing up the session, expressed 
his opinion on the extending of funds for the development of developing 
countries, stressing the need, moreover, to broaden the role of the 
private sector. At the same time he emphasised that potential borrowers 
would have to change their economic policy, reduce government expen- 
diture, encourage development of the private sector, stimulate farm 
production, and promote exports. 

The spokesman for the group of 24 developing countries, for his 
part, declared, when evaluating the session, thai, certain developing 
countries might even withdraw from the World Bank if it confirmed to 
make calls for a further reduction in the funds lent to them. 

Many of the developing countries are becoming more and more 
aware that U.S. ruling circles Treat the IMF and IBRD as instruments 
of their policy and ameansforhelping U.S. TNCs, by which they hope to 
overcome economic difficulties in a way suitable to U.S. monopolies. 

The session results once more convincingly demonstrated that both 
of the leading financial organisations of the capitalist world, which the 
West, and especially the USA, dominates, are in the throes of an acute 
crisis from the standpoint of their structure and their capacity to 
perform their basic tasks. It cannot be ruled out that their leaders, 
experiencing ever mounting pressure from the developing countries, 
will be forced either to alter the present framework and forms of the 
operations of the IMF and IBRD, or Lo pay more attention to the de- 
mands of developing countries in their transactions. 

Foreign information agencies, when commenting on the IMF-IBRD 
session, pointed out the stubborn reluct ance of the industrially developed 
capitalist countries to concern themselves with developing countries 
demands. The essence of the capitalist powers' position on the question 
of increasing 'aid' to developing countries is expressed, in a concentrated 
form, by the U.S. ultimatum stand that no aid will bring progress 
until these countries set their economic and financial affairs in order. 

That is evidence once more of the reluctance of U.S. ruling circles 
and American Big Business to pay attention to the needs of developing 
countries and to make substantial changes in the monetary and financial 
system of capitalism allowing for their interests. At the same time the 
developing countries' mounting dissatisfaction with the operations of 
the IMF and IBRD is becoming very obvious, especially with the at- 
tempts by the USA and the West as a whole lo convert them into in- 
struments of collective neocolonialism. 
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CAPITAL EXPORTS AND THE CRISIS OF IMPERIALIST 
POLICY 



§1. The expansion of capital and the principles of 
bourgeois diplomacy 

Examination of the history of American capital's international expan- 
sion shows that it was its interests and real P^t^tta* 
determined the character, direction, and means of U.S. foreign policy 
At <5 historical stage of theory and practice, numerous facts and 
political declarations again and again confirm Lenin's conclusion hat 
She economic interests and economic position or their ruling classes lie 
at the root of countries' home and foreign policy. 

Time has also shown the profound truth of the Marxist -Leninist 
theory of the historical inevitability of the collapse of capitalism and 
of 1 he system of international relations created by it on a basis of eppres. 
M^SSSXi The whole face of the modern world is ~ined 
bv the contradiction of 'two methods, two political and economic 
svstems- he communist and the capitalist 2 . There is an acute, un- 
ceasing struggle of the two systems in the form ot the competition of 
BOcSm and capitalism in all spheres (politics the economy Kt£ 
national relations, and ideology). This struggle ^<*g"^^ 
of foreign policv and diplomacy. The concept foreign poliuj. of cm se 
covers a country's general line in international atfairs; diplomacy 
has fspecial place among its means; so do propaganda and economic 

^American monopoly capital, having grabbed the most important 
sources of primary products, markets, and spheres o investment has 
become the biggest world exploiter. Tn order to keep the iMlar empire 
"heir domination the "aggressive circles of M*"**^ 
are placing their bets on military strength, increasing militarism, and 
the arms race. Draping themselves in a false flag ot 'democracy . they 
la" cMm to the Lie of world gendarme, support reac Uonary and 
dictatorial regimes, and oppose democratic, progressive reforms in tne 
world striving to halt and turn back the forward development of the 

W ° r i d n order to defend the 'dollar empire' Washington creates military 
blocs and builds numerous military bases at the most «P**^ 
tegic points in the world. U.S. monopoly bourgeoisie have become 



i See V I Lenin. Report on Foreign Policy Delivered at a Joint Meeting of 
the All-Russiabentral Executive Conimfttee ^S^VmV^ 
Collected Works, Vol. 27 (Progress Publishers, MOSCOW, 1*77), P'tfftO. 
Collected Wor^ £ at a Moe ti n g of Activists of the Moscow Orga- 

nisation of* KCP.(B.)> December 6, 1920. Collected Works, vol. 31 (Progress 
Publishers, Moscow, 1977), p 45u. 
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tiie main bulwark of the international reaction and (he main source of 
the danger of world war. 

.New processes have been developing in recent decades in the area 
of monopoly capital's effect on U.S. foreign policy. Certain of the 
most powerful groups of finance capital are laying claim to nearly 
permanent representation in their country's foreign affairs agencies. 
The Reagan Administration has filled all posts in the government in 
any way important with persons closely and directly associated with 
monopolies, many of which are engaged in overseas operations. 

Bourgeois diplomacy faithfully serves the capitalist, system, and 
the monopoly bourgeoisie, which treats it as an important instrument 
for maintaining and consolidating its international positions, broaden- 
ing the spheres of investment in order to exploit the peoples of various 
countries, for subordinating whole continents to its military, aggressive, 
hegemonistic aims, and hardening the struggle against world socialism 
and the revolutionary and national liberation movements. 

Lenin noted in his theory of imperialism processes of the inter- 
nationalisation of capital, and merging of the monopolies with the 
state machinery of capitalist countries. Present-day capitalism is 
essentially state monopoly capitalism; the power of the bourgeois state 
machinery and that of private capitalist monopolies have been merged 
in it. And a new force has made its appearance in recent decades on the 
international stage, viz., transnational corporations which are more 
arid more laying claim to the role of direct participants in international 
affairs on an equal footing with governments. 3 They enjoy particularly 
great influence in the USA. In order to draw American monopolies more 
actively into the performance of foreign policy tasks, it was proposed, 
for example, that the following measures, dictated by the monopolies' 
interests, should be taken at. government level: 

(1) to accept officially the thesis of the effectiveness of multinational 
(transnational) business and its important role in the foreign policy 
sphere; 

(2) to broaden the information on various aspects of the activity of 
TNCs (in a spirit favourable to the corporations, of course), so that 
American citizens could better understand the machinery of the func- 
tioning of transnational corporations, and in essence recognise the activi- 
ty of TNCs as an expression of U.S. national interests in the internation- 
al field; 

(3) to get a review everywhere of the practice of taxing American 
TNCs' operations so as to stimulate free movement of capital according 
to the 'inherent' laws of the market; 

(4) to introduce a special 'tax differential', which the American 
government could manipulate so as to affect the operations of TNCs 
according to the 'behaviour' of an individual recipient country; 

(5) to control the export of the latest technologies more strictly, 
with due allowance for the experience of other industrially developed 
capitalist countries, e.g., Japan; 



3 See International Affairs, 1981, 7r 88-94. 
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(6) allowing for foreign political tasks, to resort to complete closing 
of the American market to certain (objectionable) countries or the 
import of certain goods. 

The link between foreign policy and the interests of capital expan- 
sion can be traced quite clearly, but the political pretensions of the 
monopolies go so far that the usual standards of bourgeois diplomacy 
are not always suitable for them. Evidence of that, in particular, is 
the extension of the 'private diplomacy' carried on by the imperialist 
monopolies, which set up the Trilateral Commission in the 70s and other 
foreign policy centres to 'co-ordinate' government diplomacy and in 
turn serve as' an instrument of imperialist countries' foreign policy. 4 
The overseas expansion of capital is presented by American ideologists 
as an effective means of spreading the principles of private enterprise 
and propaganda for the notorious 'American way of life'. Transfer of 
some of the functions of foreign policy decision-making from public 
offices to the headquarters of the monopolies— what can more graphically 
witness to the deep crisis of imperialist diplomacy! 

In pursuing an expansionist course bourgeois diplomacy often 
resorts today to such methods as blackmail, the introduction of embar- 
goes of every kind, sanctions, etc., in response to the actions or decisions 
of countries that are disagreeable to the monopolies, i.e. of countries 
that do not permit outside interference in their domostic affairs. To that 
end invented pretexts like the events in Afghanistan, and later the 
Polish government's measures to defend the socialist system and rebuff 
the forces of counter-revolution, are employed. It is indicative that 
Milton Friedman, for example, who is the recognised 'spiritual father 
of the economic platform of the Reagan Administration, has noted the 
doomed character of such 'diplomacy'. Economic sanctions against the 
USSR, for example, he justly called 'a confession of impotence'." 

fn performing a certain social task bourgeois diplomacy sometimes 
does not try to use experience and means from the arsenal of the customs 
and traditions, standards and methods that have been built up and 
amassed over centuries of nations' mutual intercourse, and of slates 
foreign political activity. It is broadening its foreign political arsenal 
by methods inherent in the major monopolies' operations with their 
aggressiveness, crudeness, and unwillingness to take any moral prin- 
ciples and standards into consideration if they do not serve the aims 
of making profit. By that logic the U.S. government should not restrict 
the foreign operations of American capital since, in that case, the state 
would deprive corporations of opportunities to invest capital in the 
most profitable industries and economically favourable regions of the 
world, would undermine the foundations of the market economy, and do 



4 See Diplomatiya i mirovoye khozyaistvo (Diplomacy and World Economy), 
Mezhdunarodnive Otnosneniya, Moscow, 1966, pp 9-27; I. D. Ivanov. Corpora- 
tions' 'Private Diplomacy' versus State Sovereignty, Mezhdanarodniye monopohi 
vo uneshnei politike imperializma (International Monopolies in the Foreign Policy 
of Imperialism), Mezhdunarodnive Otnosheniya, Moscow, 1981, pp 93-12/. 

e Newsweek, 1980, 93, 3: 48. 
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harm lo the private initiative that governs the economic efficiency and 
'creative spirit' of American business. 

The principle of freedom, so understood, accords with the U.S. Ad- 
ministration's decision to determine its policy in relation to other 
countries in accordance with their voting in the United Nations. Mem- 
bers of the United Nations have clearly been given to understand that 
those voting against the stand of the USA can hardly count on financial, 
food, and other assistance from America. How do such methods accord 
with the solemn obligations assumed by the United States under the 
Charter of the United Nations? They do not bother about that question 
in Washington. 

More and more significance has been attached in the USA since the 
70s to foreign political propaganda. It has become a component of 
American foreign policy, and the agencies organising it are now struc- 
turally part of the U.S. government. The American monopolies constant- 
ly exert great influence on the forms and direction of this propaganda, 
including subsidising the mass information media. The hard core of 
the propaganda's content, moreover, is anti-Sovietism and anti-com- 
munism, while the vested interests of the monopolies are presented as 
the interests of the American people. 

The deceit to which the diplomacy of capitalist countries, especially 
of the USA, resorts finds clear reflection in an acute contradiction 
between the officially declared principles and aims of their foreign 
policy and the measures that are actually carried out. Their ruling 
circles, while proclaiming outwardly noble foreign policy principles 
and aims, arc often endeavouring to mask their real intentions and 
activities in international affairs under that kind of cover and so hide 
the essence of their diplomacy, alien to the people, its dedication to 
aims of international oppression, increased exploitation of their own 
people, aggressive foreign policy and hegemonism in international 
affairs. Bourgeois diplomacy also used to widely employ references to 
noble principles to justify an anti-popular line in foreign policy, but 
never before have the principles of business and profit been presented 
in so four-square a fashion as the public, national interests. 

The American historian, Prof. W. A. Williams, of Oregon State 
University, puts forward the following thesis: 

It was the need for American corporations to expand their investments and 
protect their markets that led to such diverse developments as the U.S. involve- 
ment in Vietnam, the Marshall Plan to aid Western Europe and American 
intervention against the left-wing regime of Salvador Allende in Chile. 8 
His thesis quite correctly shows the link between the interests of Americ- 
an business and U.S. foreign policy. 

The hypocritical tricks of capitalist governments, forced in some 
cases to 'criticise' certain actions of their corporations, cannot hide or 
disprove this link. ITT, for example, considered itself 'betrayed' by 
its government when its actions to undermine the Allende Government 
in Chile evoked an outward show of disapproval by the American 



• U.S. News £ World Report, 1982, 92, 3: 44. 
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Administration. That, of course, is a tried and tested propaganda 

^ifrl favourite method of the bourgeoisie to shroud diploic 
activity in secrecy. It shamelessly turns to its berief. 1 lhe 
ignorance (through no fault of their own) of foreign afl 
with special care and therefore even more ^^^J^^^Sk 
'Popular deception has become a real art in foreign affairs , 

rem Secr e e d ts relating to the true impelling motives and the mecbanismof 

&£&»«gas a ess. tt« 

fo'acM^e their aims, they invariably at1en.pt lo provoke and inflame 

dispntes and conflicts' among countries they c « « «™« 

,,.rreod) and if they see a chance to get political and other dmoenas 

SSSiW * ™ ihi "g in order to sow discord even among 

alU An important place is assigned in the package o£ diplomatic means 
Wanna list countries to co-ordination of their foreign policy. 
Thfs co y o dfnai o. , S is based on their community of class . jn. ores* 
in 1. international field, is now carried to considerable length within 
the military and political alliances and other exclusive groups liKe 
NATO and the Common Market, and also through regular meetings of 

the leaders of the Big Seven of the capitalist world. 

At the same time the following fact cannot help pult.ng its stamp 
on the effectiveness of this co-ordination, viz., that it is precisely withm 
?hi cortex that the permanently unstable set-up in the world of capital 
makes itself particularly clearly fell; an example was the Reagan Ad- 
SinSratfon's use of the high interest rates established by the U.S. 
financTal oHgarchy, which in fact meant an attempt to so ye its economic 
Sullies a the expense of its partners. Inter-imperialist antagonisms 
aie ev d more broadly manifesting themselves, thus revealing he crisis 
tbat the s^cm of military alliances and blocs created under the aeg.s 
of the USA is often encountering. „„„».»,. 

The tendency to domineer and to establish the dominance of the 
maior powers o/er other countries in accordance with the power of their 
mononolies makes itself distinctly felt in the sphere of foreign policy 
co-oSaUon The leaders of NATO, for instance and first amT foremost 
tllp t]c;a are striving, under the cover of so-called Atlantic solidarity, 

lUit^i^vonAeLetoBma^im. Itis claimed, for example that 
hJ we tern economic bloc should present a united front so as to prevent 
by the USSR and other Baalist countries * 
discriminatory and unfriendly actions by the USA. Ihc Lmtcd btates 



f V. I. Lenin. The Foreign Policy of the Russian Revolution. Collected Works, 
Vol. 25 (Progress Publishers, Moscow, 1980), p 85. 



neglected no means available to her— economic, political, and diplom- 
atic—to force West Europoan countries to turn down the deal to sell 
the USSR pipes in return for deliveries of gas. That U.S. action had 
nothing in common, of course, with recognised standards of international 
intercourse on principles of equality, mutual benefit, non-interference, 
and respect for sovereignty. 

It is becoming more and more difficult for the champions of 'Atlantic 
solidarity' to sleer the foreign policy of each of members of NATO into 
the channel of the USA's imperialist course. Events of recent years 
witness that some West European countries are by no means always 
inclined to accept and support unconditionally U.S. actions in Europe 
and other regions of the world, and are beginning to look for their 
own approach to the solution of international issues of interest to them. 

The deepening of the general crisis of capitalism affects its economy 
and politics and is manifested in a sharp crisis of the world capitalist 
economy and in the foreign policy of imperialist states. The evolution 
of international affairs confirms the fruitlessness of the imperialist 
policy from 'position of strength' and cold war. 



§2. World co-operation as a counterweight to 
the sordid expansion of capital 

The 26th Congress of the CPSU again confirmed that the problem of 
war and peace is the key issue in the contemporary international poli- 
tics. The divide between the forces of progress and reaction and the 
criterion of the position of any current of opinion or organisation is Us 
attitude to this matter. 

Capital's apologists claim that as capital ism devolops it becomes very 
nearly a guarantee of peace since (according to them) war production 
had always been nationally exclusive and the export of capital accord- 
ingly undermines the vory basis of militarism. Arguments like the 
following are also adduced in favour of the 'pacifistic' nature of capital- 
ism and especially of the alleged peaceful essence of the export of 
capital: the increase in the interpenetration of capitals, and the enlarge- 
ment of the monopolies' property, which, it is claimed, also leads to the 
conversion of imperialist corporations and governments, organically 
linked, into an instrument of peace. Unfortunately, as the facts show, 
such views are sometimes exploited by those who call themselves 
spokesmen and defenders of the interests of the working masses. 

But, as Lenin pointed out, imperialism is, 

by virtue of its fundamental economic traits, distinguished by a minimum fond- 
ness for peace and freedom, and by a maximum and universal development of 
militarism. 8 . 
The growth of capital's exports and its increasing internationali- 
sation do not lessen the aggressiveness of capitalism, but rather the 
contrary. If we have succeeded in preventing a world miliLary conflag- 

8 V. I. Lenin. The Proletarian Revolution and tbe Renegade Kautsky. Collected 
Works, Vol. 28 (Progress Publishers, Moscow, 1977), p 239. 
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growth, it will be necessary to create more than 1,000 million new jobs. 
With an average outlay of $40,000 per job that would necessitate 
thousands of billions of dollars. Even allowing for the fact that the cost 
of a job is less in developing countries, it would be necessary, just the 
same, to invest many additional hundrods of billions of dollars a year. 
Yet that, after all, is less than is now being spent on military purposes. 10 

The programme put forward by the Soviet Union to secure peace, 
peaceful coexistence, curtailment of the arms race, and disarmament, 
has therefore become specially important. For people who have no work, 
or who are living on the verge of death from starvation, or in poverty 
(and they number several hundred millions in today's world) implemen- 
tation of the Soviet programme is the road to preserving life in face of 
the menace of nuclear war and to survival in present-day conditions. 

All that, it goes without saying, is also not without its' effect on the 
diplomacy of capitalist countries. They have persistently opposed, and 
are opposing, evory change that the development of world events has 
put on the agenda. 

But the whole course of history calls for another approach, and 
however much the opponents of co-operation resist it, diplomacy must 
adapt itself to the now elements that are decisively invading interna- 
tional affairs. It is already impossible to get around them by cosmotic 
patching up of the forms and methods of diplomacy of tho kind that 
was made in the past. A need has arisen to make a definite correction 
in the substance of tho approach to international problems. That has 
put an increasingly marked imprint, as wo have shown, on the diplomacy 
of capitalist countries. 

Ensuring peace and the security of nations, in spite of the striving 
of monopoly capital for the arms race and aggression, will open the 
road to peaceful co-operation on the basis of equality, respect for sover- 
eignty, non-interference in internal affairs, and mutual benefit. This is 
a goal of the socialist countries' policy, and pursuit of this goal is the 
logical implementation of Lenin's programmatic directive that he 
formulated even before the October Revolution: 'An end to wars, peace 
among the nations, the cessation of pillaging and violence— such is our 
ideal...' 11 This idea was reflected in the Decree on Peace and other 
documents adopted immediately after the Revolution. 

These aims are promoted by the assertion in international relations 
of tho principles of peaceful coexistence and international trust and 
co-operation. 

Socialism and peace are inseparable, and this is testified by the 
activity of the Communist Party of the Soviet Union throughout the 
whole history of the Soviet country. A paaco policy is inherent to the 
socialist state in which private property and exploitation have boon 



10 See Orio Giarini. Dialogue on Wealth and Welfare. An Alternative View of 
World Capital Formation. A Report to the Club of Rome (Perffamon Press, Oxford. 
1980), pp 1G0-161. 

11 V. I. Lenin. The Question of Peace. Collected Works, Vol. 21 (Progress 
Publishers, Moscow, 1977), p 293. 
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The use of economic sanctions against socialist countries is not a 
now technique. Tt was resorted to more than once in the past in relation 
to (he first country of socialism and to other states of the socialist 
community. History has repeatedly confirmed thai these depraved 
policy and practice have been a complete fiasco every time. 

§3. The crisis of the system of international 
capitalist relations, and the restructuring of 
international economic relations on an equal 
footing 

The restructuring of international economic relations on a just and 
equal basis has become one of the most important, problems of modern 
times. 

Lenin, the founder of the Soviet state, pointed out that socialism 
created 'completely different international relations which make it 
possible for all oppressed peoples to rid themselves of the imperialist 
yoke'. 12 In the early years of Soviet government when world imperialism 
had already taken the line, after the collapse of foreign military inter- 
vention, on strangling the Soviet Republic by means of political and 
economic blockade, the principled political line of the Soviet slate was 
elaborated, aimed at the elimination of discrimination and all artificial 
obstacles to international trade, the abolition of all manifestations of 
inequality, diktat, and exploitation in international economic relations. 
Tn 1922, at the Genoa and Hague conferences, the Soviet Government 
came out with a broad action programme to deal with world economic 
problems and put forward proposals to abrogate fettering treaties, 
overcome inflation, combat the fuel crisis, and reorganise international 
transport . 

At. the Genoa Conference G. V. Chicherin declared that 
whilst themselves preserving the point of view of communis principles, the 
Russian delegation recognise that in the actual period of hisloi v which per- 
mits of the parallel existence of the ancient social order and of the new order 
now being born, economic collaboration between the States representing the 
two systems of property is imperatively necessary for the general economic 
reconstruction. 13 

In the period sirtee World War II the Soviet Union has repeatedly come 
out for demoralisat ion of the sphere of international economic relat ions, 
regarding countries' mutually beneficial economic, co-operation as the 
material basis for a policy of peaceful coexistence. 

Thus, the USSR, as one of the initiators of the U.N. Conference on 
Trade and Development (UNCTAD), together with the other socialist 
countries, put forward the basic principles of equitable internal ional 
economic co-operation at its first session in 1964. 

12 V. 1. Lenin. The Eighth All-Russia Congress of Soviets, December 22-29 
1920. Report on Concessions Delivered to theR.C.P.(B.) Group at the Eighth Congress 
of Soviets, December 21. Collected Works, Vol. 31 (Progress Publishers, Moscow, 
1977), p 477. 

13 Documents on British Foreign Policy, 1919-1939. First Series, Vol. XIX 
(HMSO, London, 1974), p 348. 
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The Soviet Union's principled course in international economic 
matters was reaffirmed by the 26th Congress of the CPSU, at which it 
was stressed that 

we arc prepared to contribute, and are indeed contributing, to the establish- 
ment of equitable international economic relations. 16 

The USSR highly appreciates the level of economic co-operation 
reached with liberated countries, consistently supports their struggle 
to liquidate their unequal position in the capitalist world economic 
system, and gives them great help on a bilateral basis within the 
limits of her possibilities and in forms corresponding to her social 
system that have demonstrated their effectiveness and been recognised 
by these countries themselves. More than 4,900 industrial and other 
facilities have been built in developing countries with the help of the 
socialist community, of which 3,300 are already in operation. That 
is what the socialist countries' internationalism consists in, in practice, 
and it is bringing tangible benefits to developing countries. 

The Soviet Union takes an active part in the socio-economic work 
of the United Nations, a main direction of which (in particular within 
the context of ECOSOG) is the restructuring of international economic 
relations. The struggle for that is one to eliminate survivals of colonial- 
ism and its heritage in emancipated countries' economic relations with 
the former metropolitan and other imperialist powers. It finds reflection 
in particular in a whole number of ant 4 -monopoly demands aimed at 
decolonialisation of developing countries' economies. 

The term 'new international economic order' has come into inter- 
national usage to denote the set of ideas on the restructuring of inter- 
national economic relations in tho interests above all of developing 
countries, and has become the joint platform of the emancipated coun- 
tries. It is fixed in the following U.N. documents: The Declaration and 
Programme of Action on the Establishment of a New International 
Economic Order, Resolutions 3201 (S-VT) and 3202 (S-VI) of 1 May 
1974; and the Charter of the Economic Rights and Duties of States, Reso- 
lution 3281 (XXIX) of 12 December 1974. The conception has since 
been developed further and concretised at UNCTAD IV and UNCTAD V 
(Nairobi, 1976; Manila, 1979); the 5th and 6th summit conferences of 
non-aligned states (Colombo, 1976; Havana, 1979); the 3rd, 4th, and 
5th ministerial conferences of the Group of 77 (Manila, 1976; Arusha, 
1979; Lima, 1981), and at a number of other meetings and conferences. 

Many questions of principle put forward by tho Soviet Union and 
other socialist countries at international forums have found reflection 
in the U.N. documents mentioned above. The Declaration of 1974, for 
instance, embodies the principles of the sovereign equality of states, 
the self-determination of all nations, territorial integrity and non-inter- 
vention in internal affairs, the full and inalienable sovereignty of 
every country over its national resources and all economic activity, 
including the right to nationalise. Tho Charter of the Economic Rights 



14 Documents and Resoluttene. The 26th Congress of the Communist Party •/ the 
Soviet Union, p 21, 
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them prosperit y and plenty. But the approaches to the economic problems 
of developing countries imposed by Washington are old imperialist 
recipes, refuted by life. 

Tn Washington they do not want to admit that the unequal character 
of present-day international economic relations (the machinery of which 
took shape against the background of quite different balance of power 
in the world, when the majority of the countries that are now sovereign 
members of the United Nations were colonial or dependent territories) 
has become an anachronism in our day, and is in flagrant contradiction 
with the interests of the emancipated countries and modern international 
economic co-operation on an equal footing. 

The main task facing developing countries today is to tackle the 
problems of economic independence and social emancipation, and 
overcome age-old backwardness. That is leading to the national liber- 
ation movement's objectively getting a deeper and deeper social con- 
tent, and to posing newly independent states the question of choice 
of the optimum path of further development. A normal manifestation 
of the nature of the present epoch is the fact that, in a whole number of 
these countries, these tasks arc being tackled in the interests of the 
working people on the basis of a socialist orientation and full, or almost 
full, rejection of the principles and methods of public affairs dictated 
by the logic of capital. Developing countries' striving to consolidate 
their political independence, and for economic and social progress, 
quite naturally meets stubborn resistance from the forces of imperialism 
and local reaction. In its efforts to consolidate their dependence and 
perpetuate their economic backwardness, imperialism counts on finding 
means to shift no small part of the difficulties generated by its inherent 
contradictions and crises onto them, and so to strengthen its position 
and prolong the existence of the capitalist system. The ugly instruments 
of the policy of neocolonialism are the use of economic and financial 
levers, the inflaming of internecine religious and tribal warfare, and 
the provoking of fratricidal wars. The fierce fights with exploiter 
elements and their foreign protectors lead in some cases to wavering 
in newly independent countries' policies, and sometimes even to loss of 
positions won, and to retreat. 

As for the Soviet Union, it is unswervingly faithful to Lenin's line 
of strengthening solidarity with the peoples of Asia, Africa, and Latin 
America. There is not a page in the chronicle of the fight for national 
liberation and social emancipation that is not stamped with active 
support from the CFSU and the Soviet state. In that liberation struggle, 
as elsewhere, the Soviet Union takes the side of the forces of progress, 
democracy, and national independence, and counts the emancipated 
countries as her friends in this majestic struggle. 

The CPSU supports, and will continue to support , the nations that 
are battling for freedom and independence. The Soviet Union seeks no 
gain for herself from that, is not hunting for concessions, is not aiming 
at political domination, is not soliciting military bases. 

The Soviet Union and the fraternal socialist countries declare, in 
the United Nations, too, that the restructuring of international economic 
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has been and continues to be as determined by the decisions of the 24th, 25th 
and 26th Congresses of our Parly. Securing lasting peace, defending the right 
oi peoples to independence and social progress are the invariable aims of our 
foreign policy. In the sliuggle for these aims the leadership of the Party and 
the state will act according to principle, consistently and thoughtfully. 18 
With the Soviet Union in the struggle for peace are the fraternal 
countries of socialism, the fighters for national liberation and social 
emancipation, all peace-loving countries, and all the honest people 
of the world. A policy of peace expresses the fundamental, vital in- 
terests of humankind and the future depends on it. 



18 Yuri Andropov. Our Aim Is to Preserve Peace (Novosti Press Agency Pub- 
lishing House, Moscow, 1983), p 5. 
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JIkkao 7K. H36pamu,ie Dpoii3BeAennjT. T. 1, 2 (1925—1958 rr.). nep. c ibpann. 
rociio.uiTiinAaT , M . , 1 959. 

Kacinpo 0. OKTHopbcivafi poBOJiionnfl n KyoiiHOKafl peno;iiou,iiJi: pom h Bbicxy- 
njieiiHH, 19ti0—1977 rr. Hep. c ncn. HojinrnsAax, M., 1978. 

Kacmpo &. Pern n Bbicxyii.j.eniT>i. ncp. c Hen. rocuoJinxuaAax, M., I960* 

KopeaAun .7. Hac >KAyx HOBbie 6uibh. ILiopanntie CTaxbn h pern, nep. c hcii.. 
no^nrnsAaT, \t . , 1 978 . 

T oAbummu H. Il3opaHTTF.ie cxaTbn n pern. T. 1, 2. Hep. c nxa.x. no.inxn;^ai\, 
M., 1905. 

Topea M. HaSpartHHe exaxj.u n peiH. 1930—1964 rr. nep. c <I>pami. nonnx- 
U3Aar, M.| 1966. 



IV. Official Documents on Soviet Foreign Policy 

ApxHB Biienmen noanxiiKH CCCP (AB11 CCCP), 1940—1981 rr. 

ApxMB BHemueii no;mxHKH Pocciih, Ilocojibcxuo b BaniirarxoHe, fl. 573. 

Apxiin BHeraHeii uojihthkh Poccnn, cnB, FjiaBiibiii apxiiB 1—9, 1869—1870 rr., 
A- 5. 

ApxHB BuemHeii hojihthku Pocchh, <p. Kanne.xflpnH, a- 107, 1903. 

ApxHB BHemueii hojihxiikh Pocchh, <p. KaHiie.inpuH MHHHexpa imocxpaHHi.ix 
AeJi, A. 61. 

ApxiiB Biieiimeii noJiHTHKH Poccuh, <p. KnxancKHH exoa, a- 45. 

BapuiaBCKoe coBemanne eBponeiicKnx rocyAapcxa no ooecneqemno iinpa n oe.3- 
OTiaciiocTu b EBpone. 1955. Maxepna.'ibi. M., 1955. 

Bo umh Mupa, 6e3onacHOCTH n coxpyAHHiecTBa. K nxoraw CoBemaHHH no 5e3- 
onaCHOCTH n coxpyAHiraccxBy b Eapone, cocxoflBinerocfi b XejibcmiKn 30 uiojih— 
1 aBrycTa 1975 r. M., 1975. 

reH.y:>3CnaH KomJiepeHHaH, CxeHorpacpHHecKHH oxqex. Maxepua.ibi h aok>"- 
MOHTbi. M., 1922. 

4eKpeTW CoBeTCKoii BJiacxn. T. 1—7 (25 oktjiGph 1917 r.— 31 .\tapxa 1920 r.)- 
M., 1957-1975. 
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ckux AOKV^eHtoB npn Mil A LL-L-r • npt^.^ 

T. 1-21." M., 1959-1977. ■ 

^OKVMeaTbi n MaTcpna-uu T.-anyua Biopoii >iupoBon J^ihu, 1 Jd(- ^ „ p " c ^ a l 

Komucchb no Hsmaamo W« ^okymchtob npn MIW CCCI . Hp<A 

Te.'i b Komhcchh A. A. FpoMUKO. M,, mi- 

^okymchtm no hctophh MiOHxeHCKoro croBopa, 1937-1939. M., 19.9. 

1929 0p ra HH3anHH BapmaBCKoro ^oroBopa. J,ony MeHTbi n Maxe P Ha,B«. 1955- 
1980. M., 1980. » 

CoBexcKHii Cok,3 b 6o P b6e 3 a pa3opyH<enHe. C6o P hek ROKyueHTOB. M,^, 

S"iSkKJ »M K. V. H„ n AP- 
M.. 1978-1980. 

T. 1. MocKOBCKaH Kon^epennnH jpnp nnocxpaHiiux CCCP, QUIA 
B BejmKoopnxanHH (19-30 okiho P h 1943 r.) - U<8. 

T 2 TerepancKafl KOH^epeHnnn pyKOBOAnxeacn xpe^c jnW «f" 
CCCP CIIIA h BejriiKOopHTaHHU (28 n«,H6pH-l Aenaopa 1943 r.)-19/8. 

T. 3. KoH*epenu H H np^a^c I CCCP, CD1A J MM ■ 
uapxoH-OKce (21 aBiycxa-28 cenT*6p* 1944 r.) - 1978. 

T- 4. Kpwiicuafl Kon^epeHi^H pyKOBOAHToaeu xpex HCpHiftB 
CCCP GfflA M Be-mKo5puxanHH (4-11 *eBpoa» 1945 r.) - iy/V. 

T 5 K«»H*cpeHnHH OfiiepHW Hamrii B Can-cDpannncKO (25 aupeJia- 

26 hiohu 1945 r.)— 1980. 

T. 6. Bep,nHCKan (D— »«) g^J^ffi ffiS^S 
Aep>Kan-CCCP, GDI A n BciimoopiiTannn (17 niwifi-2 as^cxa iw&t.) 

CCCP B Copb6e 3a mh P naKanyno Bxopon «d uohuh Itf&gJ^fc 
asrycx 1939 r.) p^E ^P^^^ Ipomhko AP- 

M *' ^»r^). Foreign Languages Publishing House, 

Moscow, 1948. 



V. Works by Soviet Authors 

Aaumos 10. H., WWW* B. g. KkP = 6y P H<ya3Hon KOHXt«lHHH o «6ora- 
xhx u SeAHMX HanHHX». <3HaHHe», M., 

M., 1957. 

ilKdpeM T. 3KcnaHCHH ao.iJiapa. Co^^Krn3, M., 1901. 

AhukuhA.B. KpeAnxnan encxe^a coapeMCHHoro KanHxa.,H3Ma (HccjMflOBOTe 
H a Maxepnanax CUIA). «HayKa», M., 1964. 

4^ 4, T. BesonacHoexb b HAepHBiii bck b no.xnxHKa BamHHTTona. Ho^hx 
HSAax, M . , 1980. 
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ApmeMbee 11. E. AMepiniaucKTrii KartiiTajin3M u uepeuaaa TL-xnujiormi (Me>KAy- 
HapoaHO-3KOHOMir?ecime acneKTw). «HayEa», M., 1980. 

Apxunoa B. fl. llHOCTpannbift KaiiHTa.u n ;>Korro\nnve lOio-BocToanmi Arjrin. 
roc$nnn3,n;aT, M«, 1960. 

Apxunoe H. A. Bhbo 3 icanHTajia nocjie BTOpofi MiipoBoii Boiini.i u ooocTpeHHC 
URiDepiia.mcTimecKux npoTiinopeqim. OoinecTBo no paciipocTpauenHio no-inxme- 
ckhx a HayiHMX BHaHnii PCOCP, -71 orrnurpajicitoe OTAeaew.e. 31., 1958. 

Be.toyc T. H. Me?KAyHapo^Hue npoMbimaeHHbie mohoiiojibh. «Mbic.'ib», M., 
1972. 

Ee.ioiic T. H. MerasyHapoflHhie Monono:iHn h bhbo 3 KanHTaaa. «HayKa», M., 
1982. 

Be,iwi/K A. II. Bubo3 KanHTa.-ia ua 3anaanofi TepMaHnn. «Me>KAyHapr>AHhie 
oTHOiuenufl», M., 1957. 

Bo6panoe K). H. CIIIA: (peAepaabHafl pe30pnHan CHCTeMa a sKOHOMirqccKoe 
perymipoBanne. «Hayi;a», M., 1971. 

BosaieecKuu M. B. OifHaHcw GDI A n Ahmttu b nepnoA o6mero Kppr3nca nana- 
TaJin;iMa. roc<J>iiHH3aaT, M., 1954. 

Bmdanoe A. C. HeiiTphi conepniiMccTBa. Ocooghhocth \ie?i\UMH&pnaancTnac- 
CKiix npOTHBopOMun Ha coBpeiieHnoM araue. <<Me-KA,VHapoAHi,K! OTHomeHnH», Mi, 
1978. 

Bosdanoe 0. C. Ba;rK)THHe npno.ii(>Mbi Kaninaaii3Ma. M., 1981. 

BoeoMoAoe 0. T. CoiinaaTrnu u iiepecTpcmKa Me;KAy'™P 0 AHHX aivorroMiiqecKHx 
OTnoiuoHnii. «Me>K;iyuapoaHU(; OTHomemi?r», Bit., 1982. 

BozocAoecrMu B. B. FlpooaeMH GoruTcTna H ocanocTii B coBpeMCiiHoM Mupe. 
«MovKuyHapoaHMC OTHonrenn>i», M., 1979. 

Bopucoe B. B. OnacHa* c/ranKa: HTP h noeuHHe npHioron.ieHufl CIIIA. Booh- 
BZpflt, ME., 1979. 

Eoponoe P. ITefpTb n uojiirraKa CIIIA na Bji mitten H CpeaneM BocToice. «HayKa», 
M., 1977. 

Bpumettif K. H. ITpoTiiB iiaeoaormi coBpeMerrnoro KoaoHna.TTii3Ma. Con3KrTi3, 
M., 1961. 

EyzAait B. B. Me>KAyHapo;tnbie MoHoriojinn B 6yp)Kya3na>i :>KOHOM.neci;aH 
wHc.ibl «Me/KAVHapoanbte OTnomenn>i», M., 1980. 

Byzpoa E. B. CIIIA: Hec^THnwe KOHnepHbi n rocyaapcTBo. «HayKa», M., 1978. 

E y hkuhu M. K. CIIIA -3anaAHaa EBpoua: HOBbie reHaeHHim n conepmiqecTBe. 
■«MHCJib», M., 1976. 

Bapea E. OcHOBHhie Bonpocu 3koho.uhkh ji iio.uhthkh nMnepHa.'iH3.\ia (nocJie 
BTopoii MnpoBOH Bofmu). rocno.iHTHaflax, M., 1957. 

BacuAbmjK 10. A. Hayrao-TexHmecKaH peBO.non,nn u paooqiiii it.iaco npn 
KamiTa.iu3MC. yrnvfiaemie uporTtBopoaiTi. fl npooaeMbi K.iaccoBofi oopbGw. «HayKa», 
M., 1980. 

Baxpyiuee B. B. KojioHiraabHan no.iiiTiiKa HMnepuaaH3Ma b uocaeBoenrfbiit 
nepnoA. CouaKrus, M., 1963. 

Buni^ep K). H. AuiJiniicKHe KanHTajiOB jo>kptttih aa rpaHHuefi b uepiro,! iTMiie- 
pHajiii3.Ma. «MeH<AVHapoanwe oTHomeHiiH», M., 1960. 

BuuiH.ee C. M. 3KonoMuqecKHe pecypcw 1'epiiaHnn. 3KOEOMmeci<aH Tmsa Tep- 
juaHHir b hoboit GBpoTTeiicKOii Boim(!. roccou;)KrH3, M., 1940. 

BHeraHHH noniiTiiKa CoscvrcKoro CoK>3a. TIoTiiiTuiJAaT, M., 1978. 
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BHennm* uo,u TU Ka crpan A*puK«. 0,b. pen- Ahot. A. fpoMuno. Ale^y- 
HapoiHbie o r moincnu«», M., 1981. '■ . . 

P L, m » b, «. tem?*mm ******* n — 

b CTpauax AippuKn. «HayKa», M. t 1975. 

nepeBoopywcHHH SanaAHOu 1 opMaHiin (1949 -195o). I 

^B^Z'c. JI. CoBpeMeHiiMU m mwm* (o m reopeTunecKoro W^l, 
B3A- 2-e, Aon. «MucJib», M., 1975. ,„„-„- 

ra. P u* K « b. b. 3^ wmvm™** " 

cTpaHbi. «Hay«a V TexmiKa», Mhhck, 19 id. 

Fawn A. A., M e.tbHUKoe g. E. CCCP, ***** mm* B 
Bonpoc (1945-1965 rr.). «IlayKa», M., I960. 

Vwtmm CUIA n yC - 1,,,UiHX ?*WW^^ fi peBO.^nnn. 

«Mbic.ib», M-, ^979. 

kod. .MewflynsponnNe OTBomowa», M., isre. 

Tmkm B. fl. Toopun oHBoaa nauHTaJia. «MucJib», M., 18". 

Ma. «.Mea<A.VHapoAnbie oruoiueHn}i», M . , i9/£>« 

VomapooJl. B. 3Kcnopu i,auma.ia B pa3 BUBaTomn«cfl mm* -^pnun. ,ITayKa», 

M., 1975. T . v ,, n . 

rpadeep B. 3. Me^ynapoAubin t>*BX H V *s»nn™w«>™ crpaubi. <.Ha>Ka», 

]V1 1072 

" tpmena B. B. C1UA: uaywo-xoxHrnecK^ gggW^«^^°^ 
qeci<ne upoGaeMu $opMnponaHiT>i n paaBuru*). «M MC3IM » iy "' 

7><M lbIK , iK«m. 4. 1036 3 ntu1 npeiuiAeaTa Konaefln. fl^a^pr, Mm 1968. 

rpo.« W Ko Anam. A. BHewH*n uciutuku CUIA. ypoKU u AoncuBUxeaBuorTh, 
60-70-c iOAbi. oMoKAynapoAuwe OTHomeHiiu)), 

ryptee U. S. HapattttHEe He ci'a 6 n ;ilho ct b coppeueHBoro RWap«». 
«Mbicjib», Mm 1979. 

Mmm C. A. CIIIA: nocneBoeHHbii, rucyAapcTBenHO-MOH<».»o.n.cT«mo ( :KHH 
Kamrra.uH3M. «HayKa», M., 1972. 

JleopMan JI . MupoBaa cncreMa comia:in3Ma H paaiiHBaiomiieca cxpaHbi. «.Mbicib)> r 
M., 1965. 

M*xe*m*» II. B. l-mei-mafl 6o P b6a b CIIIA uo BonpocaM jKcuancm. 0m pvue- 
>ne XIX-XX bb.). UsaaTe.ibCTBO MocKOBCKoro ^HiiBepciiTera, l-"-^ 

AnnaoMawiH u BHnjCjpHaiiitSanjttB, «MewayHapoaHMe 0TH0ineHUH», M., 1967. 
nuri ioMaTini H KaapBi. BaeinHnn no.wruha H npo(lueMH ii()AroTOBKii Haiuio- 
S paaa^aio.u^xcH crpaH. MUl^pe OT..« D .eHUH», M-i 

AimaoMaiun u >mpoBoe xod^CTBO. «Mea<WHapaflHH« oiH<)HioHUfl». M., Ubb. 
AuunoMain>. H nKOHonnecKoc paawnrTO. *M6»«y»oPW^ (,thou.ohuh», 
M., 1965. 

flHUJioMa™* paaBunaiomiTxcfl m-.yAapcTB. ^MoKAyaapoAHHc oiHonu-auan 
M., 1976. 
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^ari.uoMaxna eonpe.\ieHHoro H.\inepaa.iH3Ma. ."Iiojif, npo6-ieMH, UBTOftK. «MeH{- 
;iyuapoaHbie oiHOineHUH», M., 1909. 

.iio^raTirn coniaunmia. Hpe^iicjiOBiic A. A. TpoMbiKO. «Me>Kflyaapo4abie 
oxnomcanJi», M,, 1973. 

.JJan.TO.uaxnJi cxpaH conua.iii3iia. «Me/K,n,vuapoAutje OTHOuieana», M., 1980. 

JlMumpuee B. fl. C11IA: no.iHTiiKJi, rcaepa.uu, AHnJiOMara. HeTBepxb BPKa 
ao.xaxnaa *c noanaan cajibi». «Me>K,ii;ynapo,iBbH? oTHoraeHHH», M., 1971. 

JlMumptmee T. 0. MiforocTopoHHMH aanJioMaxaa CIIIA: Teopna h npaKTEKa. 
«Me/K3ynapozun>a> oTnonieaaa», M., 1981. 

Jlodpoe A. C. ^aJibuonocTO'inafl no.nimiKa C1I3A b nepaoA pyccKO-anoacKoa 
boiihi.1. FocnoaBTHawr, M., 1952. 

3paeu.iee M. C, Mdxoe H. H. .leHHacKuii aua.ura MOHoaojiiiCTHiecKoro aana- 
Taaii3>ia ii coBpeH6HH0CTb. «Bbicaiaa aiK0aa», M., 1974. 

JJpaeuAee M. C, PydeHtto f. <3>. MoHoiioaircTHHecKiiH KanHTajiaaM. Coa,3Kra3, 
M. r 1903. 

Eeeenbee B. B. MovKnyaapoAao-npaBOBoe p<>ryjinpoBaaac penapaaaii nocae 
BTopnii Miiponoii nouiibi. rocyAapcTBOimoe H3/iaT<>.ibCTB0 ropaflniGCKOH jiaxopa- 
Typt.i, M,, 1950. 

Eropoea H. H. ConercKo-aNK'puKiiHCKHo oTHoinemiH uocjieBoeafioro nepaoaa 
b 6yp>Kya3iioii ncTopuoi'paiimii CTTTA. <"HayT;a», ML, 1981. 

Epilca.lllMCKUU A. C. rqtMnHOKlin FMnepim.lTT3M: HCTOpHH n COBpCMeHHOCXh 

(Hcc.iiMonaHuM, uyo.ian,tfCTiwa) . «Hayi<a», M., 1964. 

EplUOfl TO. A. Cl.ipi.C, T01I.7HBO, TTOJllITHKa. TOHJlHBHO-CbipbeBaS nOJIHTUKa 

HMiicpua.iiiHMa. «MeH<jyna|)().;i,Hbio ottk>ui(!hiih», M. t 1975. 

/KapKua B. B. KjiyO 200. Tpaiicnaurroaa.uT.nbie Mononojiua: CTpyKTypa n 3Bo- 
.iioaiiH. «Me>K^yrr;ipo,iiibie o-inonicmr>i», M., 1974. 

Me6paK D. A., Hocnoea Ii. H. TlHOCipannr.Tn Kaujrra.u b upoMbimjeano^pas- 
niiTbi\ KaiiurajiHCinqecKTi-v cxpaHax. «Mo>Kaynapo^j,HbTe OTHOineHua», M., 1971. 

Me.iesooa B. 0. Kji&H 20-Ta: Mi'JKj,vrTapo;i,Hbie Gaaaa CHIA. «Mbic.'ib», M., 

1981. „ , 

}KupuuKuu A. K. IlayHHo-TexHiiHecKafi peBOjiionwu a paooiaa K.iacc Kanma- 

.-lucTiniecKii'x crpan. «,'>aaHne», M., 1973. 

/KoAo6<>6 B. II. lleoKo.ii()Hnajiu3M: (JraaaacoBbiii acacaT. «MejKrr,yaapo;T,abie 
OTHOiueHiiH», M., 1982. 

3<n\iaduHa C. M. AMepaKaacKaii nannTa.n bo (PpaimuH. «Mea<Ayaapo;aibie 
0'inoineHiiH», M., 1962. 

3anaiiaaa EBporra n conpeMeaaoM Miipe, t. 1, 2. «Mmcjib», M., 1979. 

3apv6e?KHbifi Boctok h cobpcmchuocti. (ocHOBHbie npo6jieMbi a Teafleaana 
paaBTiTHH GTpaH sapyoeaaioro Boc-roKa), b 3-x TOMax. «Hayaa», M., 1980. 

3axMamoe M. If. MoaoaoJimi it BneniHe^KOHOMinccKaH nojinTima CI11A. 
«Me>KnynapoAHue ottioiiichii«'>, M., 1967. 

3aj.nam.oea M . P. 3KCuancna qacTnoro KaniiTa.ia CIIIA b 3anaAnoft EBpone. 
MTV, M., 1966. 

3i-mcko8 H. H. ^HiLKntaTuqecKan iiCTOpira n-roporo (ftpoirra b EBpone. rio.nHT- 
HHAaT, M„ 1982. 

3uMeH K oa P. II. TlayiHO-TcxmwecKaH oKcnauciiR CIIIA b pa.mnnaioiUiiixc.H 
dpanax. «HayKa», M., 1977. 

3ao6uh H. R. BiopaH MHpOBaa Boftna n npoo.-reMbr MeJK,n;yuapOAHMx BajiiOTno- 
Kpe.inTnrjx oTHoiueHirii. rocijpuHirsAUT, M., 1949. 
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Bopuh B. C. Jktxm* « W*> Bannmn„Ha. «Me>KAyHapoAHbie c.THonie- 
au«*, M., 1964. 

Sopuh B. C. HcKopoHOBaHHHe mom AwepuKU. mtBWW, 1968. 
IUauoe U. ff. CoBpeMennbie Mouono.nim n KOHKypcnmiK (#PM« m >.*mm 

hmSSSAm upaVniKK). mm#tamm> ****** 198 °- pmn 
ita. m. z. M«««g wfflj,? nHemHC " no - 1UTHKe UM P 

jIHSMa. «Me^jyHaponui.ie oTHomeHHH*, m.. 

IUauoe U. ff. MevKayHapomrbio Kopnopamm b mh P oboh 3kohomuk6. <«Muc, W , 

BoflHbt (1939-1945 rr.). AKa^MWi HayK CCCP, M., 1958. 

Jfeaxoi P. B. VI. nevm 0 Coe A iiBeHHbix UlTatax AnepnKii. «HayKa», M., 

1965 'rr « S tt Hav^HO-TexEHqecKaa peBoaroqnn b CfflA. HeKoiopbie TcHaee- 
SSSLf; founa?br3rHo^ecKKe P noc,e 3 c T BUH. 

Lh*h a. f 4. Bo,un ,om: npesHAem. u — . «no,«TnHec K a» norepa- 

^^n/l^ C. K. 9^—cKaH aucnaHCBH auoncKKX MOHononufi uoc, 
eTopoii MnpoBoii BoiiHw. 8Hfly«a», St, ^ (lb - 

7f„^,^ e . ff. //• A m e p 8 Ka hc k Ti ft nxzev****** " «P« « on l"' c ^ 945 ~ 
1954). rocnojqsTHBnar, M., 1954. 

L M .«- fra «. «• B«u»«« CBIA n ,u..xy " "' / '' ^ r ° CU<, ' 1ET - 

o.™ «. V iy5 , ™. «IIiiyixa», H ^ 

H CraepHO l A4pmoi (coo P huk OTaxen). tHayra», M., IWT. 

b. if. cua a 6op„r )e h m*m m*&»m*» «-»»«'»»• 

M " toop„a aropou Mnpoaof, «P«W«i - ^""'^ 

M., 1973-1980 (H-ii tom). 

- s™ iinrr opt A A. TpoMbiKO. ((BonHTOTecKafl 

HCTOpilH RKBJIOMaTHH, B O-TIT TOMaX. UOR pe«. if 

„nrrepaTypa», M., 1974. 

ff«*«e. B • fi. BbiBoa Kanuxana. «Bbicmaa inKO.ua», M., «». 

K • r. rocyffapcxBeHHue pacxo AM a npoo.iCMa pnana b CIBA. «Hay 

2^5*. C. Coae— TaI 1cK TO oxaotaeaua. — 1958. 
KupcL 4. B. BKoaoM^ecKue oxaomeaaa ClflA u 3aaa,aoa Eaponb, aa 
coBpeveHHoM OTaae. «Hayua», M., 1975. ATl „„ a „ 

, fw „, l „^ *. *. uwmpjp* >w (npo6neMM u " epcneK " 

rittfit). «HayKa», M., 1974. 

IteBMH ^. 6- ^Kcno P1 Kannxa-ia a3 Baoaaa. «HayKB>, M., 19//. 
ft-odav.H^o A. C BaoaiHeaaoaoMaaecKaa ao-iaxaaa HMnepnaamaia a paa.» 
«aiomncca CTpaabi. <TTa\'Ka», M., 19/7. 

R,.,A0 !t v,L B. M. ' — — 

cxpaaax. AKAReifflH Haya CCCP, M., I960. 
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Konmee M. M., Onnoe M. C. TexHinecKa h «nOMoa*b» b CTpaiernn nMuepHa.TH3- 
Ma. «Mhcjib», M., 1977. 

Kpnsnc coBpeftieiiaoiT 6ypacya3Hoii nojiuiaKOHOMnn. «MhicjiB», Mocuna — 
BpaTHcuaBa, 1980. 

KpiixiiKa 6ypH<ya3Hi,TX Konucnum'i nayHHO-TcxniwecKOii peBO.uonj'n- <Mbic.iL», 
M., 1976. 

KpmuKa coBpeMennoii oypjKyasHOii noaHTauoHOMini. «HayKa», M., 1977. 

Kpynnbiii KaninaJi h Mouonoaim dpan Ashh (coophdk cTaTeu). «HayKa», 
M., 1970. 

Ki/auna 3. II. EBponeiicKoe sKOHOMunecKoe coo6bb3ctbo a AtppiiKa. «JJayKa», 
M., 1976. 

Ky3bMun B. B. HTP a yrjiyoaeHue MOKiiMiiepiiajiucTHHecKnx npoTHBopeiHii. 
«Me/K3ynapo/iHbie OTHoaieiniH*, M., 1976. 

Kijhuh K. II. MHpoBoii psiHOK KayqyKa. BneuiTopni3aaT M.— .11., 1937. 

Kynuna A. E. IIpoBaJi a.\icpiiKaHCKiix n.-raHOB 3aBoeBamifl MHpoBoro rocuofl- 
CTBa n 1917—1920 rr. Ho.nuTU3aaT, .M., 1954. 

Kypbepoe B. r. BHenraeToproBan cTpa-reniH CHI A. «Mc}KA.VHapoAHtie otbo- 
nienim», M., 1980. 
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